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TODAY thousands of offices are replacing their outmoded 
typewriters with Royals. 


Because they have found that only Royals, Easy-Writing 
Royals, can turn out typing as quickly, and at the same time as 
accurately, as business demands it! 

For Royals are faster—faster because they have the world’s 
easiest action—faster because they produce typing that is free 
from errors, right when first typed! 








Modernize! Make Royals your next typewriters. They’ll save 
effort! They'll save time and money! Invite a demonstration. 
In your own office . .. Compare the Work! 


ROYAL TYPEWRITER COMPANY, Inc., 2 Park Ave., New York 


Copyright, 1937, Royal Typewriter Company, Inc. 


The world's largest company devoted exclusively to the manu- 
facture of typewriters. Makers also of the Roval Portable 


ROYAL’S PERFORMANCE CAN NOT BE DUPLICATED! Here is Typewriter for home and student use. Factory: Hartford, Conn. 


the reason! The improvements illustrated, and many others as well, Gn teh ENNIS: duh one Rendcummenmnteiide 

are exclusive with Royal — no other typewriter has them! survey of your typing equipment. Learn how little it will cost 
you to replace your present typewriters with Royals, how 
conveniently you can pay for them. 


*Trade-mark for key-tension device. 


SHIFT FREEDOM. The TOUCH CONTROL*. FINGER COMFORT 


carriage does not “bob.” Gives operator the exact KEYS protect finger-tips. 
Less fatigue and eye-strain! ‘typing’ touch she wants. For easy, speedy typing! 
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NATIONAL SAFETY PAPER 
BANKERS SAFETY PAPER 
SAFETY CHECK PAPER 
EXCHANGE SAFETY PAPER 


May we send you samples? 
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Bridging the Gap 


between 


ACCOUNTING and MANAGEMENT 





Introducing a New Training Plan in Management Control 


Designed for Accounting Department Employees 


This training is designed to furnish solutions 
to problems reflected by these questions: 


Do accountants and operating executives look 
at business problems alike? 


Why do not business executives pay more at- 
tention to accounting reports? 


How do business managers use accounting? 


Many accounting department employees have 
received technical training in collecting, classi- 
fying, summarizing, and reporting of business 
figures. Only too often such training has failed 
to indicate the important part that figures play 
in the problems of management. If the busi- 
ness man will not trouble himself to get the ac- 
counting viewpoint, then the accountant must 
perforce adapt himself to the management view- 
point. 


Management Control is not accounting, al- 
though it is based upon accounting. Neither 
is it management, although it is concerned with 
management problems. Management Control 
trains in the uses of accounting by and for man- 
agement. 





The complete I. A. S. training in Management 
Control covers ninety substantial loose-leaf les- 


sons as represented by the following summary 
outline: 
Elements of Accounting 10 lessons 


General Accounting 30 lessons 
Business Statistics 10 lessons 
Financial Analysis 10 lessons 
Business Organization 10 lessons 
Management Control 20 lessons 

90 lessons 


Those with satisfactory general training in 
accounting may arrange to omit the first forty 
lessons, thus permitting concentration on sub- 
jects which the ordinary accounting training 
either omits or fails to emphasize. 


Over a period of years the materials for this 
training plan have been collected from many 
scattered sources and co-ordinated into a simple, 
practical course of instruction. The text, illus- 
trations, problems, charts, and methods have 
been checked and rechecked by corporate off- 
cers, executives, and Certified Public Account- 
ants. Only simple, practical, and effective meth- 
ods of Management Control are recommended 
—those applicable in any accounting depart- 
ment. 


Your request for further information and for 
sample lesson material will be promptly hon- 
ored, whether you are interested on your own ac- 
count or on behalf of your assistants, whose 
business futures may depend upon the use of 
accounting as a constructive business force. 
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INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 


A Division of the 
ALEXANDER HAMILTON INSTITUTE 


3411 South Michigan Avenue Chicago, Illinois 
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r is difficult to draw an exact line between politi- 
cal and economic issues these days. What might 
ordinarily be considered as purely an economic ques- 
tion may, and frequently is nowadays, loaded with 
political dynamite, so much so that anyone, particu- 
larly an officer or high up employee of a business 
concern, who ventures to express an opinion, either 
favoring or opposing, such an apparently innocent 
economic proposal, may promptly be accused of en- 
gaging in political activities, even of lobbying, if 
the economic proposal has reached the stage of be- 
ing embodied in a legislative bill. 

Some one in a business must keep abreast of these 
politico-economic movements, both accomplished 
and proposed. Management must take into consid- 
eration in determining the policies of a business and 
making them effective, just what bearing on a par- 
ticular business these new laws and proposed enact- 
ments will have. What will the results be? What 
will the figures show, ten or twelve months hence? 

It is this crying need for information, as close to 
exactness and accuracy as it is possible to obtain, that 
brings the controller more prominently into the pic- 
ture than ever before, and makes it more apparent 


Comment 


than ever that the controller must be something of 
an economist if he is to do justice to his work. 

It is not enough to prepare accounting and finan- 
cial statements, and the multitude of additional re- 
ports demanded by governmental and other agencies. 
It is not a question now of “Shall the controller sit 
with management?” in fixing policies the correct 
determination of which depends on accurate know!- 
edge of what the effects will be, of new taxes, new 
economic factors, new regulations aimed at business. 
Rather, it is a question of how much accurate in- 
formation the controller can assemble and analyze 
and make available to management. Of how closely 
he can foretell the effects of these new factors on a 
given business. 

That is why conferences and meetings of control- 
lers in all sections of the country, called for the pur- 
pose of studying and discussing these new factors 
and their probable effects, are so well attended. That 
is why controllers are reaching out for every bit of 
available pertinent information. Today is the hey- 
day of the controller. That is an economic fact. 
And it is not loaded with political dynamite. 
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“Assert Control of Commerce Among 


States by Federal Charters’”—O’Mahoney 


Write Into Contract Between Government and Corporations Definition of Powers and 
Provisions with Respect to Employment Which Will Increase Mass Purchasing Power, 
Senator Advocates—Bureaucracy Grows, Trying To Cope With Economic Units. 


OMETHING of the concept on 

which the proposal for federal 
charters and licenses is based was set 
forth by United States Senator JOSEPH 
C. O’MAHONEY, of Wyoming, in an 
address delivered at the dinner which 
brought to a close the spring confer- 
ence of controllers, arranged by THE 
CONTROLLERS INSTITUTE OF AMER- 
Ica, on April 29, at the Waldorf-As- 
toria Hotel, New York City. The pre- 
pared address by Senator O’Mahoney 
is reproduced here as the first step in 
acquainting corporation executives with 
the details of this proposed measure, 
fathered by Senator O’ Mahoney. 

—THE EDITor. 


The modern business corporation is 
an economic state, an agency created by 
law, having no existence outside of the 
law and possessing only those powers 
which the people, through their gov- 
ernment, see fit to give it. 

This is a statement of fundamental 
fact which is profoundly misunderstood 
by most of our people but which must 
be comprehended if we are to have a 
permanent solution of the economic 
problems which afflict us. 

The trouble with America and 
with the world is that the political ma- 
chinery and the economic machinery 
are not running in harmony. It is as 
though two parts of a huge engine 
which ought to work in unison had 
been disconnected while running at 
full speed, with the result that the 
whole machine is unable to function 
and is in constant danger of disastrous 
collapse. 

The resources of the earth are amply 
sufficient to support all of the people 
of the earth in plenty and happiness. 
The modern corporation is a natural 
instrumentality for the development of 
these resources. Heretofore, however, 


it has not been used in the public in- 
terest. Public benefits have been only 
incidental, with the result that while 
wealth has accumulated with the ex- 
pansion of the corporation, poverty, 
unemployment and economic depend- 
ence have increased at the same time. 


SEARCHING FOR FORMULA 

Government and business must be 
made to work together. They can be 
made to work together in such a man- 
ner that unemployment can be ban- 
ished, that the mal-distribution of 
wealth can be corrected, that prosperity 
and plenty for all can be secured with- 
out arbitrary control of our daily lives 
either by business magnates upon the 
one hand or political dictators upon 
the other. 

The task of finding the formula by 
which this may be accomplished is a 
challenge to the intelligence, patriot- 
ism and good sense of the people of 
America and, for that matter, of the 
world. 


CORPORATION NEw SOcIAL UNIT 


Democracy everywhere is facing a 
crises because the economic life of the 
world has changed and we have not as 
yet adapted ourselves to the change. 
The world has developed in the cor- 
poration a new social unit which has 
utterly transformed all economic values, 
but political life is carried on without 
apparent comprehension of the trans- 
formation. 

When the ordinary forms of govern- 
ment were developed, business, trade 
and commerce of all kinds were car- 
ried on by natural persons. When the 
United States was first established, the 
corporation was practically unknown 
as an instrumentality of business life. 
It was so unusual that Adam Smith, 





founder of the modern science of eco- 
nomics, specifically declared in one of 
his books that the joint stock corpora- 
tion could never succeed in ordinary 
business affairs because, as he put it, 
no man could be expected, efficiently 
and honestly, to manage other peoples’ 
money. Adam Smith thought that a 
corporation could be utilized effectively 
only for quasi-public purposes or for 
monopolies. In his day that was all 
corporations were used for. When they 
operated in commerce they were really 
government institutions like the Hud- 
son Bay Company, organized for gov- 
ernmental purposes. In normal affairs 
they were so scarce as to be generally 
objects of suspicion. 


EXCEED GOVERNMENT IN POWER 


Today the bulk of the business of 
this country, at least, is carried on by 
corporations. They have grown so great 
that in many instances they exceed in 
wealth and power most cities and many 
states. With both stockholders and em- 
ployees numbering tens of thousands, 
with assets of far greater value than 
those of most governing units, with 
properties and plants scattered all over 
the face of the continent and in some 
instances all over the world, the mod- 
ern corporate state exercises a more 
direct, definite and important effect 
upon the daily lives of all the people 
than most geographical states. Its influ- 
ence extends far beyond the jurisdic- 
tion of the governments which bring 
them into existence. And in a very real 
sense, though they exist only by virtue 
of some public grant, they actually 
operate without public authority. 

The truth is that the modern cor- 
poration is a social agency greater than 
most governments, and totally unre- 
sponsive to any democratic impulses. 




















It is not controlled by its employees, 
that is very certain. The modern in- 
terstate corporation is controlled by a 
small management group which in turn 
is dominated by another and smaller 
finance group, the members of which, 
by virtue of the loose corporate laws of 
a few states, have found power to 
wield complete control of huge aggre- 
gations of capital gathered in small 
amounts from innumerable investors. 
Under the modern corporate system 
there has been a total separation of 
ownership and control with consequent 
effects of so far reaching a nature as to 
threaten the survival of democracy it- 
self. 


POLITICAL POWER MusT INCREASE 


The concentration of economic 
power has been the cause of the con- 
centration of political power. When 
men are unable themselves to cope 
with the institution that controls their 
bread and butter, they are driven to 
some form of united action—and their 
first recourse is naturally to the govern- 
ment. If you seek the explanation of 
the rise of the totalitarian state in 
Europe you will find it in the concen- 
tration of economic power in corpo- 
rate hands. 

Our own experience amply bears out 
this theory. The expansion of the gov- 
ernment at Washington has kept pace 
with the growth of the interstate cor- 
porations. For fifty years this has been 
going on, and it may confidently be 
expected to continue to expand in size 
and power until we make up our 
minds to reorganize our economic in- 
stitutions on some sort of a democratic 
basis in harmony with the best ideals 
of Americanism. 

We know that the old system has not 
worked. It was incompetent to protect 
itself from the forces that brought the 
crash in 1929. When that disaster came 
we found no relief at the hands of the 
great corporate managers, because there 
was no uniform rule, national in scope, 
upon which national recovery could be 
built without resort to the Federal 
government. Because of that collapse it 
became necessary for Washington to 
assume tremendous powers which had 
never before been exercised, to spend 
sums so huge that they had never be- 
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fore been imagined and, finally, to cre- 
ate a government bureaucracy greater 
than any that had ever existed upon the 
face of the globe. 

The Federal government did a splen- 
did job in the emergency. But we must 
now devise the plan for permanent 
recovery. We cannot go back to the old 
system and unless we are willing to 
resign ourselves to a system under 
which all our affairs shall be directed 
by some central authority, we must lay 
down a fundamental and a national rule 
for the interstate corporations upon 
which our economic lives depend. 

This can be accomplished under the 
commerce power of the federal con- 
stitution by requiring every corpora- 
tion engaged in any phase of interstate 
commerce to obtain its charter of ex- 
istence from the government which has 
jurisdiction of the field in which it 
operates. 

No state since the establishment of 
this government has been admitted to 
the Union until its constitution was ap- 
proved by Congress. Yet we permit 
states which can not set up their own 
governments without the consent of the 
Congress, to create corporations which 
actually dominate, control and regulate 
the entire commercial and industrial 
life of the country under charters 
which have never been submitted to 
any national authority for public ap- 
proval. In other words we allow the 
states from which the power to regu- 
late interstate commerce was with- 
drawn by the Constitution to create the 
agencies which now control the field, 
the regulation of which was committed 
to the Federal government. 


GOVERNMENT ALONE CONTROLS 
INTERSTATE COMMERCE 

Let us get this thought clear. A cor- 
poration arises only as a result of a 
contract between some government 
and the incorporators. The only gov- 
ernment in this country which has any 
jurisdiction over the field of interstate 
and foreign commerce is the federal 
government. It must be perfectly plain, 
therefore, that the federal government 
is the only public authority to be per- 
mitted to make the compacts by which 
interstate corporations are brought into 
existence. 
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Certainly no one can doubt that 
when the framers of the Constitution 
gave to Congress the power ‘‘to regu- 
late commerce with foreign nations, 
among the several states and with the 
Indian tribes,” it was their intention to 
give to the federal authority the power 
to regulate all of the commercial rela- 
tions upon which all of our people 
depend. They were not content to say 
only that Congress should have power 
to regulate commerce among the states, 
but they also committed to Congress 
power over certain other factors of 
human relationship and law which are 
essential to the development of com- 
merce. For example, no patent can be 
granted except by law of Congress. In 
other words, all of those mechanical 
and scientific appliances which play so 
great a part in the commercial life of 
the United States, in production, manu- 
facture, distribution, transportation and 
communication, are protected by fed- 
eral patent laws. 


SOME SPECIFIC PowERS DELEGATED 
TO CONGRESS 


Again it is Congress which has the 
right to establish post offices and post 
roads. We have spent over three bil- 
lion dollars by virtue of federal law in 
the construction of federal highways to 
foster commerce. 

Again, it is the function of Congress 
and not of the states to coin money and 
regulate its value, the monetary stand- 
ard by which all the business of the 
nation is conducted. 

Not only is that true, but as every 
business man recognizes, it is not the 
state but the federal government which 
has exclusive jurisdiction on the subject 
of bankruptcy. Why was it that the 
framers of the Constitution in 1787 de- 
clared explicitly for a uniform rule of 
bankruptcy to operate throughout the 
United States? The answer is perfectly 
plain. They believed that commercially 
the nation is a single unit and should 
be regulated by a uniform national rule 
drafted in the public interest. 

We do not have that uniform na- 
tional rule now because these huge 
corporations write their own rules. The 
result is not only the continued con- 
centration of wealth, but the continued 
exploitation of the investor, the de- 
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pression of labor, and the rise of un- 
employment. 

In 1929, when we thought we had 
prosperity, six million families in the 
U. S. had to exist on less than $1,000 
per year per family, and today, al- 
though the depression is behind us, the 
unemployment problem has not been 
solved. At this very hour I am told on 
excellent authority that there are at 
least three million persons in the U. S. 
who have not written their names on 
the relief roles, but who are without 
employment of any kind in private in- 
dustry or in government work and who 
are without resources. It seems mani- 
fest that a condition of this kind can 
not be permitted to continue. 

Modern industry demands mass con- 
sumption. The people of the United 
States are capable of consuming far 
more than industry produces, if only 
they had the money with which to pur- 
chase the products of industry. 


WouLtp Set LaBor STANDARDS 


When we recognize the fact that 
most interstate business is carried on by 
corporations, then it becomes perfectly 
clear that by writing into the contracts, 
which we call charters, between the 
peoples’ government and the organizers 
of corporations, provisions which will 
raise the standards of labor, we can 
not fail to increase consuming power 
and thereby benefit all industry. We 
can lay the foundation which will 
guarantee to every business man the 
home market which he needs for com- 
plete success. By this method, since it 
would be a uniform method applying 
to all business in interstate commerce, 
we can close the door to that small per- 
centage of business men who by insist- 
ing upon low labor standards and vi- 
cious corporate practices make difficult 
the success of the other ninety per 
cent. 

By applying the Federal rule to in- 
terstate corporations and not to nat- 
ural persons, we free the individual 
from the danger of regimentation. By 
making Federal regulation effective 
through Federal charters instead of 
through supervision by boards and 
commissions, clothed with discretion- 
ary authority, we free business from 
bureaucratic control. I am opposed to 
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giving discretionary authority to any 
group of men whether they be the ty- 
coons of finance or of politics. It was 
on such a rock that the NRA foun- 
dered. It is such a rock which has 
wrecked every effort heretofore made 
by Congress to prevent monopolistic 
practices. 

We can not hope for success so long 
as we cling to the theory that regula- 
tion of commerce can be made effective 
by placing concentrated power in the 
hands of officials. Neither can we hope 
for success so long as we permit a 
small group of financial masters to 
regulate, without public supervision, 
the powers of the corporate instrumen- 
talities which they control. 


DEFINE CORPORATE POWERS IN 
CHARTER 


My theory is so simple that no one 
can misunderstand it. It is based upon 
the fact which every lawyer knows, 
that a corporate charter is a contract 
between some government and the 
natural persons to whom it is issued. It 
is a grant from a government authoriz- 
ing individuals for purposes of busi- 
ness to combine their resources and to 
shed their personal responsibility for 
their business debts. A corporation re- 
ceives only those powers which the 
government grants. My plan, there- 
fore, is not to clothe any group of 
Federal officials in Washington with 
the power to separate the sheep from 
the goats, as it were, to tell business 
what it should or should not do, but 
rather to write into the contract at the 
very beginning the powers which in 
the public interest the government is 
willing that incorporators should use. 

For example, no one can possibly de- 
fend the morality or the wisdom of 





certain Delaware charters which per- 
mit dummy directors to manage the 
money of the stockholders. No one can 
defend the provisions of such charters 
by which stockholders’ meetings are 
held in distant states far from the state 
of origin and far from the state in 
which the business is conducted. No 
one can defend the provisions whereby 
non-voting stock is issued to the in- 
vestors who supply the capital while 
voting stock is reserved for the promo- 
ters and the managers. 

So I say let us write into the contract 
at the very beginning those require- 
ments which all our experience shows 
should be made effective for every 
corporation engaged in commerce 
among the states. When we do that it 
will be unnecessary to maintain at 
Washington a horde of government 
agencies to run up and down the face 
of the land. 


FEWER BUREAUCRATS 
WouLp BE NECESSARY 

Bureaucracy has grown at Washing- 
ton only because we have permitted 
these unsupervised state corporations to 
do as they please without any form of 
public control. An honest charter ac- 
ceptable to 90 per cent. of the business 
men of the United States, if required 
of the other 10 per cent. would ren- 
der impossible the devious and dis- 
honest methods by which a very small 
minority of manipulators have turned 
to their own personal advantage the 
unlimited resources of the United 
States. 

October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. 
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COMMENT ON PROPOSED PLAN FOR FEDERAL 
LICENSING OF CORPORATIONS 


A member of The Institute, commenting on the address by Senator Joseph C. 
O’Mahoney at the Spring Conference of The Controllers Institute of America, 


“A proposal that Federal licensing would supersede State licensing would be 
interesting. The thing to do is to get states to agree to allow the Federal Govern- 
ment to exercise the licensing power, with a tax scheme for doing business in the 
different states based on Federal collection and apportionment.” 























Constant Pressure on Some Companies 
To Depart from Sound Principles 


That Is Principal Effect on Corporations, of Federal Undistributed Earnings 
Tax—Credit Risks Created By Deferred Tax Liabilities, Buying Slowed Down 
By Heavy Tax on Funds Thus Applied—Paper by HENRY B. FERNALD, C. P. A. 


HE concise statement published 

here was presented by MR. 
HENry B. FERNALD, C. P. A., at one 
of the group sessions of the Spring 
Conference conducted by THE CON- 
TROLLERS INSTITUTE OF AMERICA at 
the Waldorf-Astoria Hotel, New York 
City, April 29. It is an interesting sum- 
mation of the effect of the Federal 
undistributed earnings tax on the poli- 
cies of corporations. —THE EpIToR. 


The subject for this session is “The 
Effect of Federal Tax Laws on Cor- 
poration Policies” but in introducing 
the discussion I shall speak particularly 
on the effect of the undistributed prof- 
its tax as we now have it in the Reve- 
nue Act of 1936. 

The undistributed profits tax does 
not have the same effect on every ‘cor- 
poration and every business. We may 
roughly classify corporations as to 
those least affected and most affected 
by this tax, as follows: 


First: The corporations least affected 
are those which can count on being 
able regularly to distribute the full 
amount of each year’s net income as 
dividends to their stockholders; viz.— 

(a) Those with ample funds at 
hand to meet all their require- 
ments, or with ample credit to 
raise any additional funds they 
may require. 

' (b) Those whose businesses are 

least subject to fluctuations be- 

tween years of profits and years of 
losses. 


Second: The corporations most af- 
fected are those which will have the 
greatest difficulty in making distribu- 
tions to stockholders of the full amount 
of the net income they may make in 
each and every year; viz.— 





(a) Those which do not now 
have ample funds at hand to meet 
their requirements and have not 
the ample credit to raise addi- 
tional funds they need. 

(b) Those whose businesses are 
most subject to fluctuations be- 
tween years of profits and years of 
losses. 


The fact that a corporation has am- 
ple funds to pay all current bills does 
not necessarily mean it falls into the 
first classification. If it has a bonded 
debt, that debt presumably must be 
paid, and if paid out of earnings the 
tax will apply unless it is one of the 
very rare cases in which its bond in- 
denture meets the technical credit re- 
quirements of the Act. The corporation 
may have ample funds for present 
needs but not enough, if it distributes 
all current earnings, to carry it through 
the bad years to which its business may 
be subject. Furthermore, ample funds 
for current business may not be suf- 
ficient for an expanding business; for 
the working capital required if costs 
and prices increase as they seem to be 
doing; for purchase of additional ma- 
chinery and equipment; and for new 
construction. 


Not MATTER OF MERE SIZE 

But let us accept, not too lightly, the 
fact that there are corporations which 
will fall into the first classification, of 
those with ample funds or credit and 
whose profits are not subject to great 
fluctuation. This is not a mere matter 
of size, because some of our greatest 
railroads and other large corporations 
do not fall into this classification. On 
the other hand, some of our smaller 
corporations may be so well citcum- 
stanced that they are in this first classi- 
fication. 


Yet even such corporations must give 
some consideration to this tax. They 
must not count too much on earnings 
for expansion of business, for giving 
additional employment, or for increas- 
ing their inventories; to meet increased 
costs for wages, materials or EXPeENses ; 
nor to provide additional machinery or 
facilities. Furthermore they must not 
count too much on accumulating earn- 
ings as a reserve against a future de- 
pression. Possibly they can afford to 
pay the 7 per cent. tax for 10 per cent. 
of earnings retained, and may consider 
it wise policy to do this year after year 
rather than to have a higher percentage 
of tax if a larger percentage of earnings 
were retained in a single year when the 
need of additional funds became mani- 
fest. 

There are some nice calculations one 
may find it worth making along this 
line. Possibly it may seem better to pay 
even a 12 per cent. tax each year than 
to have to pay a 27 per cent. tax for a 
larger amount reserved in a single year. 
I am not saying this will prove true, 
but it may be well worth considering. 
Remember about this and other points 
in this law in determining policies, it 
is not a question of whether or not we 
like the law but a matter of applying 
hard business sense to the problems it 
presents, so long as the law exists. 


TAXABLE STOCK DIVIDEND REMEDY ? 
Perhaps there is a remedy of retain- 
ing the money and paying a taxable 
stock dividend, but do not rely on this 
until you are sure of the procedure 
necessary under state law for payment 
of a stock dividend that will be a tax- 
able dividend under the Federal Rev- 
enue Act, and unless you can form 
some idea of the dividend paid credit 
that will result to the corporation. 
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Next look at the corporations less 
favorably circumstanced as regards this 
tax. For such corporations it seems to 
me the effect of this law is to bring 
constant pressure to bear upon them to 
depart from all the principles of sound 
business and finance. The corporation 
which should be applying its earnings 
to build up a sound financial structure, 
to pay off its debts, to build adequate 
working capital, to create reserves 
against bad years, is penalized if it does 
so. The corporation which might give 
increased employment faces a tax which 
may be more than any profit it can 
hope to make from the funds thus 
used. Increasing wages may mean more 
money tied up in inventories of fin- 
ished goods and goods in process, and 
in accounts receivable, all subject to a 
penalty tax for failure to distribute the 
earnings thus retained. It just does not 
make sense. I am afraid the effect is 
going to be that many corporations will 
be doing some very foolish things, for 
which they, and we all, will some day 
be sorry. 

There is another basis for distinc- 
tion. The more closely a corporation’s 
“net income” as defined by the Rev- 
enue Act approaches its actual dis- 
tributable surplus earnings, the less 
difficulty it will have with this tax. A 
business on the cash basis with low in- 
ventories and little investment in plant 
and equipment will not have the prob- 
lems that come to some others. Each 
corporation must decide for itself what 
its problems along this line will be, and 
then govern its corporate policies ac- 
cordingly, as best it can. 


SLows Up BuYING 

Now let us turn from the questions 
of the effect which its own taxes may 
have on the policies of a corporation, 
and consider how it will be affected by 
the tax problems of its customers. 
When customers, to avoid the penalty 
tax, cut down on their purchases of 
machinery and equipment or of raw 
materials, this affects every one who 
might otherwise be making sales to 
them, and we might follow this back 
all along the line. 

If a man figures that to buy a $730 
machine he must withhold $1,000 of 
dividends in order to pay a $270 tax 
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and have $730 free for purchase of the 
machine, he is certainly going to be 
just that much slower in buying the 
new machine, and the manufacturer is 
going to have just that much less 
chance of selling him the machine. 


Has EFFECT ON CREDIT RIsKs 

Then there is the question of credit 
risks. I do not know just how far you 
are going to find your credit policies 
affected by the impact of this law on 
your customers. I do know that we can 
not have such an involved, complicated 
and uncertain law as this, without pil- 
ing up many disputes and unsettled tax 
cases that will drag along for years. 
Some of us can remember how the old 
invested capital law gave rise to the de- 
ferred tax liabilities that were definite 
credit risks. When taxes at 15 per cent. 
remained unsettled for several years 
under a law that was somewhat adjudi- 
cated, that was bad enough. When we 
pile on top of that a few years’ taxes 
which run to an additional 27 per cent. 
rate under a wholly unadjudicated law, 
that will be a real problem for your 
credit departments, and it may affect 
your credit policies. 

One concluding point I wish to 
make. A tax law is always subject to 
change. This applies to the statute it- 
self and to the effective rulings and de- 
cisions under it. Hence the policies 
which we might consider wise under 
the law as we understand it to exist 
today may not be the wise policies 
under the law, the rulings and the de- 
cisions of tomorrow, or of next month 
or next year. We may and should 
formulate policies applicable to a con- 
tinuance of the tax situation as it now 
exists, but we can still hope for better 
things. 


Looks FOR AMENDMENT OR REPEAL 


I have said that this law, its require- 
ments and the policies it would force 
upon business organizations, simply do 
not make sense. I am still enough of an 
optimist to believe that our legislators 
and our people want to do the sensible 
thing. If we can bring home to Con- 
gress and to the people at large the bad 
features of this law, the harm it does to 
business, to employment, to investors 
and to the general welfare, and the 


consequent threat it carries to the Gov- 
ernment revenues, I believe the law 
will be promptly amended or repealed. 
I do not know how soon this may 
come. We must not delude ourselves 
with false hopes and close our eyes to 
the real problems this tax raises and 
their effect on our corporation policies. 
I am sure that the more clearly we see 
these problems and their effect the 
more convinced we will be that the 
present law is wrong and must be 
promptly amended or repealed, and the 
more effectively we can and will carry 
that conviction to others. 


PROVISIONS OF MICHIGAN 
UNEMPLOYMENT LAW 


The Michigan unemployment com- 
pensation law covers approximately 
1,103,000 industrial and commercial 
wage earners, according to the Federal 
Social Security Board. It provides for 
a pooled-fund account and is appli- 
cable to employers of one or more per- 
sons in three calendar months, whose 
pay rolls total $50 or more in each 
such month, and whose annual pay 
rolls exceed $6,000. Benefits are fixed 
at 4 per cent. of the total wages earned 
during the calendar quarter of highest 
earnings among the first eight of the 
last nine calendar quarters preceding 
the loss of a job. The maximum bene- 
fit payable is $16 a week, the highest 
maximum set by any state law, and the 
minimum is $7, but not more than 6 
per cent. of earnings during the quar- 
ter on which benefits are based. 

Employer contributions only are re- 
quired at a rate of 0.9 per cent. of 
pay roll during 1936, after a deduction 
of $6,000 on the annual pay roll; 2 
per cent. for 1937, and 3 per cent. for 
the next four years, also after a $6,000 
deduction. After 1941 provision is 
made for merit rating. 

The Michigan law is to be adminis- 
tered by a four-member unemployment 
compensation commission appointed by 
the Governor. 


October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. 
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Conference of Controllers Crystallizes 
Thought on Newest Problems 


Proposed Federal Licensing of Corporations, Late Tax Rulings, Effects of Fed- 
eral Tax Laws on Policies of Corporations, Review of State Unemployment Insur- 
ance Laws, Controller's Responsibilities in Labor Crisis, Reviewed and Analyzed. 


B ipsss importance of meeting in an 
intelligent way the problems pre- 
sented by the validation of portions of 
the Wagner Labor Relations Act was 
emphasized by several speakers and 
commentators in the Spring Conference 
of Controllers conducted at the Wal- 
dorf-Astoria Hotel by The Controllers 
Institute of America, April 29. The 
principal thought brought out was that 
failure to deal with the problems ef- 
fectively would be costly. That the 
controller's responsibility is to gather 
the facts and figures as to the increased 
costs and different methods of opera- 
tion entailed by the changes in hours 
and wages that must be made; to ana- 
lyze and interpret them promptly for 
management, as an aid to handling the 
new situations created by this develop- 
ment, was emphasized in speeches, pa- 
pers, and discussions. 

The two group sessions devoted to a 
review of state unemployment insur- 
ance laws and rulings proved excep- 
tionally interesting, so much so that 
the hour and one half allotted to these 
sessions seemed to those participating 
to be entirely too short. In fact, those 
who took part in the discussion of 
this subject suggested that another con- 
ference on similar lines be arranged in 
the near future, with several hours de- 
voted to the discussion. Mr. T. E. 
Shearer, editor of the Labor and Un- 
employment Insurance Service of Pren- 
tice-Hall, Inc., and Mr. Edwin R. 
Maslen, of the staff of the Public Rela- 
tions Department of Commerce Clear- 
ing House, were the discussion leaders 
of these groups. Much valuable in- 
formation was brought out, the greater 
part of which will be published in 
these columns in later issues. 

Mr. Henry S. Minster, of the Carrier 
Engineering Corporation, and Mr. L. 
W. Jaeger, of the Colonial Optical 


Company, Inc., were the chairmen of 
these groups. 


EFFECT OF TAX LAWS ON CORPORATE 
POLICIES 

Taxation problems were discussed 
from two angles, first, the effect of 
federal tax laws on corporation poli- 
cies, and second, a summary of recent 
decisions on federal tax laws and regu- 
lations. Messrs. Walter A. Staub, 
C.P.A., and Henry B. Fernald, C.P.A., 
were the discussion leaders of two 
groups in the first class, with Messrs. 
J. F. Twomey, of the National Dairy 
Products Corporation, and Henry F. 
Lasher, of Electric Band and Share 
Company, as chairmen of the groups. 
These were exceptionally interesting 
sessions which crystallized information 
and elicited useful information of wide 
range. The remarks of Mr. Fernald 
appear elsewhere in this issue of THE 
CONTROLLER. 

On the second phase of the subject 
of taxation, Messrs. W. A. Davidson 
and Walter A. Cooper, C.P.A., served 
as discussion leaders. They brought 
much concise information to their 
groups, which were presided over by 
Messrs. Daniel A. Beaton, of East 
Lynn, Massachusetts, and Daniel J. 
Hennessy, of the Queens Borough Gas 
& Electric Company. The material de- 
veloped in these groups will appear in 
condensed form in this publication, in 
later issues. 

The informal luncheon was an en- 
joyable affair. Honorable Robert E. 
Healy, member of the Securities and 
Exchange Commission, was a guest at 
this luncheon. 

The address by Dr. Henry C. Met- 
calf, personnel consultant, was the 
principal item on the program of the 
group meeting in the early afternoon 
to discuss “Policies and Methods Fol- 


lowed by Corporations in Handling 
Present Labor Situation,” over which 
Mr. F. J. Scott, of The Morris Plan 
Corporation of America, presided, with 
Mr. Alfred L. Campbell, of Douglas 
L. Elliman & Company, Inc., as discus- 
sion leader. The substance of the ma- 
terial developed in this conference will 
appear in print later. 

The last conference of the afternoon, 
on ‘“The Controller's Part in Determin- 
ing the Effect of Wage Increases on 
Selling Prices, Costs, and Profits” 
brought out several interesting points 
of view. Mr. Philip I. Carthage, of 
Interstate Department Stores, Inc., pre- 
sided. A paper prepared by Mr. Henry 
D. Minich, executive vice-president 
and controller of the Sonotone Corpo- 
ration, and chairman of the Research 
Council of The Controllers Institute 
of America, on the subject, ‘The Con- 
troller’s Responsibility in the C. I. O. 
Crisis,’ was read in his absence by Mr. 
F. J. Scott. Mr. John W. Hooper, of 
the American Machine and Foundry 
Company, acted as discussion leader in 
this group. 


ADDRESS BY SENATOR O’ MAHONEY 


Senator Joseph C. O'Mahoney, of 
Wyoming, was the principal speaker 
at the dinner which brought the Con- 
ference to a close. His address appears 
elsewhere in this number of THE 
CONTROLLER. 

President Paul J. Urquhart, of The 
Controllers Institute of America, vice- 
president of the Aluminum Company 
of America, acted as toastmaster at the 
dinner, which was called to order by 
Mr. H. F. Elberfeld, controller of the 
Colgate-Palmolive-Peet Company, pres- 
ident of the New York City Control 
of The Controllers Institute of Amer- 
ica, which had the arrangements for the 

(Please turn to page 149) 
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Opinions by Securities Commission’s Chief Accountant 
May Set Accounting Standards 


The Securities and Exchange Commission on April 1 announced a program for 
the publication, from time to time, of opinions on accounting principles for the 
purpose of contributing to the development of uniform standards and practice in 


major accounting questions. 


The first of these interpretations was a letter by Mr. Carman G. Blough, chief 
accountant, to a registrant discussing the propriety of charging losses resulting 
from company revaluations of assets to capital surplus rather than to earned sur- 


plus. 


Previously the Commission issued an interpretation with respect to the treat- 
ment of federal income and excess profits taxes and the surtax on undistributed 
profits in financial data. That opinion should be considered part of this series. 

Many accounting problems have arisen during the course of the Commission’s 
administration of the Securities Act of 1933, the Securities Exchange Act of 1934, 
and the Public Utility Holding Company Act of 1935, which have general appli- 
cation, and in these instances the Commission intends to publish opinions as they 


arise in specific cases. 


The interpretations and opinions which are promulgated by the Commission will 
be of exceptional importance, looked at from the point of view of a corporate ac- 
countant, as they may come to be regarded as accepted conventions and thus carry 


the weight of common usage. 


It is known that the utmost care is being exercised by the Commission in re- 
viewing these opinions and interpretations, and that various practical men and 
other authorities are being consulted on the various points to be covered. 

Controllers and others would do well to maintain a file of the opinions and in- 
terpretations. They will be presented in the columns of THE CONTROLLER. 


Opinions Nos. 1 and 2 are reproduced here: 


OPINION NO. 1 


Letter from Mr. Carman G. Blough, 
in answer to a number of inquiries 
with respect to the treatment of federal 
income and excess profits taxes and 
surtax on undistributed profits in fi- 
nancial data included in registration 
statements filed with the Commission: 


“Recently you requested my opinion 
with respect to the treatment of Federal 
Income and Excess Profits Taxes and Sur- 
tax on Undistributed Profits in financial 
data included in registration statements 
filed with this Commission. 

“In my opinion, provision should be 
made in the profit and loss or income 
statement for each of these taxes, whether 
the period covered by such statements is 
a full year or only a part thereof. If such 
provision is based, of necessity, substan- 
tially on factors the certainty of which is 
in doubt, this fact should be indicated and 
footnotes should be appended to the fi- 
nancial statements explaining such quali- 
fication. 

“It may, however, be impracticable, if 
not impossible, because of uncertainty 
with respect to the registrant’s dividend 
policy or the status of contract provisions 
restricting dividend payments, to deter- 
mine or accurately estimate the liability 
for surtax on undistributed profits. In this 


event, no provision for this tax need be 
made but the omission thereof should be 
explained by footnote to the financial 
statements indicating therein the approxi- 
mate maximum amount involved. 

“The surtax on undistributed profits 
should be shown in the profit and loss or 
income statement separately from other 
Federal income taxes and if no such tax 
is incurred by the company, that fact 
should be indicated.” 


OPINION NO. 2 


“The question under discussion con- 
cerns the propriety of a charge (represent- 
ing a reduction from net cost values of 
Plant and Equipment to a valuation es- 
tablished by the executive officers of your 
company) to capital surplus instead of to 
earned surplus. The capital surplus to 
which this charge was made was created 
pursuant to resolutions of the stock- 
holders and directors providing for the 
reduction of the par value of the issued 
and outstanding common stock for the 
specific purpose of taking care of this re- 
valuation of Plant and Equipment. 

“It is my understanding that the Plant 
and Equipment were originally built for, 
and have until a few years ago been 
operated in, the manufacture of a class of 
goods the production of which has been 
discontinued. Under these conditions, 
some of the buildings and equipment be- 
came useless or obsolete, several of the 





buildings having been razed prior to the 
write-off and others subsequently. Other 
portions of the plant were of unduly large 
capacity for planned future requirements. 
The write-downs in question were made 
in accordance with the instructions of the 
directors and stockholders as stated in 
their respective resolutions; namely, ‘to 
the degree considered proportionate to 
the condition of each such asset with re- 
spect to the state of being partially or 
wholly obsolete, of over-capacity, of 
lessened utility value, of too high book 
value in comparison with replacement 
cost, or unduly costly in operation.’ 

“To my mind, the revaluation of the 
assets involved was simply a recognition 
by the company, as of the date of the 
write-down, of an accumulation of depre- 
ciation in values incidental to the risks 
involved in the ordinary operation of its 
business. This depreciation did not occur 
as of a given date; it took place gradu- 
ally over a period of years coincident with 
the evolution of the industry. Thus it was 
an element of production costs applicable 
to an indefinite period prior to the write- 
down and as such would have been 
charged against income had it been dis- 
cerned and provided for currently. 

“It is my conviction that capital sur- 
plus should under no circumstances be 
used to write off losses which, if cur- 
rently recognized, would have been 
chargeable against income. In case a defi- 
cit is thereby created, I see no objection 
to writing off such a deficit against capital 
surplus, provided appropriate  stock- 
holder approval has been obtained. In 
this event, subsequent statements of 
earned surplus should designate the point 
of time from which the new surplus dates. 

“Accordingly, in my opinion, the 
charge here in question should have been 
made against earned surplus. In view of 
the stockholder action that has been 
taken, I see no objection to the deficit in 
earned surplus resulting from this write- 
off being eliminated by a charge to the 
capital surplus created by the restatement 
of capital stock.” 





PROCEEDINGS OF 
CONTROLLERS’ CONFERENCE 


HE CONTROLLER will publish, 

in its June issue, much of the ma- 
terial which came out of the recent 
Spring Conference of Controllers, held 
at the Waldorf-Astoria Hotel, New 
York City. The proceedings of the 
group meetings on. “Effect of Federal 
Tax Laws on Corporation Policies,’ 
and on “Summary of Recent Decisions 
on Federal Tax Laws and Regulations,” 
as well as of other groups, make ex- 
ceptionally interesting reading, packed 
with vital information. This valuable 
material will be made available to con- 
trollers generally in early issues of 
THE CONTROLLER, beginning with the 
June number. Orders for extra copies 


should be placed early. 


























Processes Through Which Income Tax 
Return Passes After Filing 


How Work of Internal Revenue Bureau Was Set Up After Years of Experience—Confer- 
ences Last Resort, and Ninety-Day Letter Is Forthcoming if Agreement Not Reached— 
Technical Staff May Step In After Appeal to Board—Paper by D. G. StsTERson, C. P. A. 


HE mystery of what goes on be- 

hind the scenes in the Income Tax 
Unit of the Internal Revenue Bureau is 
lessened slightly by the paper, pre- 
sented by MR. D. G. SIsTERSON before 
the Pittsburgh Control of THE CON- 
TROLLERS INSTITUTE OF AMERICA. The 
procedures described have been evolved 
after years of trial and error, and are 
interesting to contemplate in their en- 
np. —TueE Eprror. 

I was requested to give an address 
on federal income taxes on the subject 
of “Procedure before Reaching the 
Courts or United States Board of Tax 
Appeals,” to cover the processes 
through which an income tax return 
passes from the time it is filed until 
closed, and the taxpayer’s procedure. 
The subject assigned me largely puts 
me in the position of being on the out- 
side looking in and explaining how the 
machinery operates. I hope you will 
remember as I go along that some of 
the deep, dark secrets of what happens 
to some returns after they are filed, or 
particularly why certain things happen, 
still remain a mystery to me. 

My starting point is the filing of the 
return. As controllers of large corpora- 
tions, you gentlemen are experts (or 
have or hire experts) in the prepara- 
tion of all types of federal income tax 
returns, so we can conveniently pass 
over the many bewildering problems 
that confront the benighted taxpayer 
in the making of returns, and see what 
processes the returns go through after 
being filed. 


TYPES OF RETURNS 
The principal income reporting re- 
turns are: 


Form 1040-A—the return filed by an 
individual whose net income is not 





more than $5,000 and derived chiefly 
from salaries and wages; 

Form 1040—the return filed by an in- 
dividual whose net income from sal- 
aries or wages is more than $5,000 
or whose gross is more than $5,000 
and is from business, profession, 
rents or sale of property; and 

Form 1120—the return filed by a cor- 
poration. 


Partnerships and fiduciaries file re- 
turns (generally called returns of in- 
formation) which are not taxable but 
which are designed to permit a check 
to tax returns of individual members 
of partnerships or beneficiaries of 
trusts, and the like. These returns 
are all filed with the local collector. 

Information returns (reports to the 
commissioner by payers of salaries, 
wages, rent, interest, dividends, and 
the like) to the number of approxi- 
mately 11,500,000 are filed annually 
with the Commissioner of Internal 
Revenue in Washington and are as- 
sembled to check against returns of 
payees. These information returns sup- 
ply leads for a check by the staffs of 
collectors’ offices to obtain returns 
from delinquents. 

The approximate total annual filings 
of 1040-A returns during the past five 
years have averaged 2,500,000. This 
average of course is materially af- 
fected by the tax base. With the base 
as it now exists the average in normal 
times should approximate at least 
4,000,000. 

The 1040-A returns are retained and 
audited by collectors’ offices. Very 
few difficult technical problems are en- 
countered in the check of these re- 
turns. In the event of controversy, 
these taxpayers have the same rights 
of review and appeal as do the individ- 





ual taxpayers reporting larger income, 
Or corporation taxpayers. 

The major problem with respect to 
1040-A returns is to obtain them. A 
large number of persons within this 
income class who should file do not, 
and considerable additional or back tax 
is collected from these individuals. The 
revenue from delinquents who should 
have filed 1040-A returns probably 
far exceeds the amount that is obtained 
because of tax established as due in 
excess of that declared by the individ- 
uals who do file. 

The approximate average of Form 
1040 returns (individuals over $5,000) 
filed during more recent years of nor- 
mal economic conditions may be 
roughly stated at something less than 
2,000,000. The duty of managing the 
audit and investigation of these re- 
turns is with the Income Tax Unit. As 
in the case of the 1040-A returns, they 
are filed with the several Collectors 
of Internal Revenue throughout the 
United States according to the place of 
residence of the individuals. The staffs 
of the collectors verify the mathemati- 
cal accuracy of the computation of tax 
based on the data appearing in the 
returns, and correct the tax result 
shown by the taxpayer if it appears 
that an incorrect amount has been re- 
ported. The correct tax is placed on 
the assessment list and the returns and 
the lists are forwarded to Washington. 

With the exception of returns filed 
during March, practically all returns 
filed during a given month will ap- 
pear on a collector’s list for the month 
of filing and be received in Washing- 
ton prior to the tenth day of the fol- 
lowing month. But, since the great 
majority of the returns are filed during 
the closing days of the filing period 
(for calendar years, March 15th), col- 
lectors’ offices, especially in the larger 
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divisions, are usually unable to com- 
plete their work within the month and 
many of the returns filed during March 
are listed and sent to Washington dur- 
ing months subsequent to April. How- 
ever, practically all returns filed on 
the calendar year basis are received in 
Washington prior to July 1 of the 
year of filing, which is the year follow- 
ing the taxable year. 


ACCURACY OF ASSESSMENT First 
TESTED 

In Washington the returns are first 
checked against the collectors’ lists to 
prove the accuracy of the assessment 
record and to determine whether filed 
on time. Subsequently they are sent to 
the statistical section to obtain data 
needed to inform Congress in its con- 
sideration of tax legislation. The vol- 
ume of statistics issued annually is a 
reference book of real authority and 
offers much interesting data. 

A separation is made, at the time 
the returns are checked against the lists, 
of those reporting gross income of 
$25,000 or more, in order to expedite 
the routing of these more important 
returns to the field offices throughout 
the United States. All individual re- 
turns other than those reporting gross 
income in excess of $25,000 are, after 
examination for statistical purposes, 
routed as promptly as possible to the 
appropriate audit sections in order that 
those which in the judgment of audi- 
tors assigned to the duty of a prelimi- 
nary review should be referred to the 
field, may be appropriately marked. 
The rules for selection applied are 
based on the experience of the Bureau 
over a number of years. They depend 
on facts reported in the returns; i.e., 
the failure of a taxpayer sufficiently to 
explain a deduction. 

After this examination, the returns 
on Form 1040 are sent to the Files Sec- 
tion of the Records Division to permit 
a check against returns of information 
submitted to the commissioner by 


payers in identification of payees of 
certain types of income. Upon a dis- 
crepancy being observed as between the 
amount reported by the taxpayer and 
by the payer, the return will be marked 
for field attention even though the audit 
has not selected it for such reference. 
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Cost OF EXAMINATION CONSIDERED 


It is understood that this selection 
plan has regard for the practical con- 
sideration that there is a certain defi- 
nite cost relation involved in the exami- 
nation and subsequent management of 
a case sent to the field. It is not good 
sense, nor is it the rule of the bureau, 
to send a case to the field when the 
only item to be questioned is debatable 
and when if the result is determined in 
favor of the Government there would 
not be produced an amount of tax that 
would compensate the cost of han- 
dling. 

The foregoing is a sketch of the 
plan for selection of the individual re- 
turns to be audited in the field. A plan 
of selection is essential because of the 
lack of staff to conduct an examination 
in the case of each return, even if it 
could be concluded that an examina- 
tion in each case was necessary. How- 
ever, it is to be appreciated that in 
hundreds of thousands of cases there 
could not possibly be a return commen- 
surate to the cost of an examination in 
the field. The majority of individual 
taxpayers filing 1040 returns have in- 
come from but one source, often salary 
alone, or profits from an individually 
owned small business. The conditions 
of the law are usually honestly and in- 
telligently met and in a great many 
cases there are no complications that 
would require or justify that close 
scrutiny so essential to other cases. 


AS TO CORPORATION RETURNS 


All returns reporting taxable income 
when the total gross income is in excess 
of $75,000, and all returns reporting 
no tax when the amount of gross in- 
come exceeds $125,000, are sent to the 
field for examination. For the balance 
of 1120 returns, rules of selection 
similar to those applied in the man- 
agement of the 1040 returns are ap- 
plied in determining those that are to 
be referred to the field. 

The field staffs are instructed to req- 
uisition returns of taxpayers not sent 
to them by the Washington office if 
information is received indicating that 
examinations are desirable. They study 
public records, press reports, records of 
real estate transfers and all available 





sources to identify taxpayers who may 
have realized unusual profits or whose 
activities during a particular year 
would indicate a possible inclination to 
tax avoidance or evasion. Agents are 
required to prepare appropriate memo- 
randa in identification of taxpayers 
concerning whom they obtain informa- 
tion in the conduct of their daily tasks 
which indicates desirability for investi- 
gation of either other taxpayers for the 
year of investigation or of the same 
taxpayer for other years than the one 
under immediate consideration. These 
memoranda form the basis of requisi- 
tions on Washington for appropriate 
returns, which in turn serve as the 
starting point of investigations. Thus 
the plan of selecting certain returns is 
supplemented by a well defined process 
designed to make use of information 
secured in connection with their daily 
work by the investigation staff. 

For a number of years past it has 
been the practice in each case in which 
a claim is filed by the taxpayer to send 
the return for the particular year, and 
the claim, to the field in order that 
there may be a complete examination 
of the taxpayer's records for the year 
covered by the claim. 

About 20 per cent. of the number 
of Forms 1040 and 1120 filed were 
examined for the five fiscal years 
through 1934. 


PROCEDURE IN FIELD OFFICES 


Upon receipt of returns forwarded 
for examination to field offices, they 
are surveyed as promptly as possible by 
the best qualified men available, for 
the purpose of eliminating those which 
in the judgment of the field men 
would not be productive of revenue to 
the government. The returns elimi- 
nated at this consideration are pre- 
sumed to have been correctly prepared 
and are immediately returned to Wash- 
ington. The balance represents returns 
which it is believed should be exam- 
ined, and they are retained. 

During the remainder of the time 
within the limitation period, the te- 
turns retained are assigned to agents 
to the extent of the capacity of the 
staff, and every effort is made to com- 
plete as much of the work as possible 
within the limited time available. 











ORGANIZATION—FIELD DIvIsION 

The field offices are the fact finding 
organization for the bureau, and are 
empowered to negotiate settlements. 

It is interesting to note the results 
accomplished by the forces of revenue 
agents through the five fiscal years 
ended 1934: 


Approximately 


Cases Investigated 1,500,000 
Cases Changed 750,000 
Closed by Agreement with Tax- 

payer 580,000 


Total Tax Recommended $1,200,000,000.00 


Agreements Secured $250,000,000.00 
Agreements Not Secured $950,000,000.00 
Approximate Cost of Field Serv- 

ice—Salaries only $50,000,000.00 


Average Annual Number of 

Agents 2,550 
Yielding a yearly average rec- 

ommended tax per man of $90,000.00 


(It is estimated that approximately 70 per 
cent. of the tax recommended is finally sus- 
tained and assessed.) 


A man must be trained to perform 
satisfactorily the duties of an income 
tax agent. A considerable period of 
time is necessary for this. However, 
the competent man will produce sev- 
eral times the amount of his compensa- 
tion, and within the period of six 
months will demonstrate an ability 
which will permit the bureau to con- 
tinue his employment on work that 
will result in collections over a year's 
period of approximately $20 to $1 of 
cost, or he will not receive a perma- 
nent appointment. 


REVIEW IN WASHINGTON 


All cases with respect to which 
agreements are negotiated in the field 
are reviewed in Washington in the 
audit review division of the income tax 
unit, and if the agents’ findings are ap- 
proved, the case is closed. All returns 
sent back to Washington without ex- 
amination are reviewed in the audit 
review division and sent to the closed 
file unless the reviewing officers feel 
that there is sufficient doubt concerning 
statements appearing on the face of 
the return to require investigation de- 
spite the field officer's recommenda- 
tion to the contrary. 

When changes have been recom- 
mended and no agreement is secured 
by the field forces, upon receipt in 
Washington the cases are sent to the 
audit review division. 
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There are five separate audit sec- 
tions to each of which is assigned cer- 
tain territory. This plan of manage- 
ment was decided on after years of 
experience during which several other 
plans had been tried. Originally the 
unit adopted a plan of management in 
Washington based on audit specializa- 
tion along industrial lines, supple- 
mented by specialization in respect of 
types of interest specific to certain fea- 
tures of tax laws applicable to inven- 
tories, amortization, and so on. Later 
the organization plan emphasized types 
of taxpayers, as personal or individual, 
single corporation, or consolidated 
corporation, and to some extent both 
types of specialization but within sec- 
tions still remain. 

The material benefit assumed to 
audit sections established on general 
geographical bases is a possibility of 
coordination of the efforts of field and 
Washington men engaged on work in 
a particular locality. The scheme of 
management is intended to develop 
mutual understanding to an extent that 
will promote cooperative effort and 
which will establish to Washington 
supervisory officers a definite interest 
in the management of the work eman- 
ating from a particular section of the 
country. 


LETTERS TO TAXPAYERS 

When received in Washington from 
the field offices, the cases involving 
changes are sent to the appropriate 
audit sections, where they are referred 
to individual auditors who review the 
entire record, and if it is found that 
the data are complete and justify the 
changes proposed by the field offices, 
appropriate letters to the taxpayers are 
prepared. If the record is not satisfac- 
tory and the Washington office dis- 
agrees with the agent’s recommenda- 
tions, contact is made with the field 
office in an effort to have the two 
branches of the Service reach an accord. 
An agent’s findings are not changed 
as a result of this review in Washing- 
ton unless and until the field office has 
been given an opportunity to comment 
on the proposed changes. In the final 
analysis, however, the responsibility is 
with the Washington office. 

Appropriate letters are released to 
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taxpayers after review of the record 
forwarded by the field. The taxpayers 
are advised of the proposed changes 
and given the opportunity to protest 
and to submit data to overcome the 
additional tax. It should be understood 
that these first contacts with the tax- 
payers after the receipt of the revenue 
agents’ reports represent negotiations 
for settlement, and for more fully de- 
veloping the record. 

No changes are made from the 
recommendations of the agents’ forces 
until such time as the field forces have 
been given an opportunity to comment 
on any new evidence or argument sub- 
mitted by the taxpayer. The prelimi- 
nary letters, in the interest of expedit- 
ing the work, suggest to taxpayers that 
their protests, if any, be submitted 
through the revenue agents, and, if 
they are not so submitted, the Wash- 
ington office upon their receipt will 
refer the record back to the field divi- 
sions for comment. 

Neither the income tax unit nor the 
bureau can compel taxpayers to re- 
spond to preliminary letters or to pro- 
duce evidence. The bureau forces make 
up or prepare the best case possible, 
and failing to obtain the cooperation of 
the taxpayer, must release final letters 
of determination based on that record. 
The final letter is notice to the taxpayer 
that the Commissioner has made a de- 
termination and advises him of his 
right to petition the United States 
Board of Tax Appeals. The law does 
not require that the taxpayer submit to 
the Commissioner all of the evidence 
upon which he will depend before the 
Board. 

A large percentage of taxpayers do 
negotiate with the forces of the income 
tax unit and a very substantial per- 
centage of the cases are settled in 
Washington without the release of the 
notice of final determination (90-day 
letter). In a large number of cases 
nothing is done by the taxpayer after 
the release of the 90-day letter. He 
does not petition and the tax is assessed 
“by default” after the expiration of 
the 90-day period. 

In a substantial number of cases 
taxpayers are in agreement with the 
revenue agents’ findings, but intend to 
delay payment for as long a time as 
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possible even though they are required 
to pay six per cent. interest per annum 
upon the underpayment. 

Very often during the 90-day period 
a taxpayer will sign an agreement to 
the assessment of the tax proposed. 


No FurTHER DIscuSssION WITH UNIT 

Subsequent to the release of the 90- 
day letter, no further discussion of the 
case is available to the taxpayer with 
the office of the income tax unit. There 
is a technical staff attached to the office 
of the Commissioner which undertakes 
to negotiate settlement after taxpayers 
file petitions with the United States 
Board of Tax Appeals. 


TAXPAYER'S PROCEDURE 


Now as to the taxpayer’s procedure: 
I am certain that you gentlemen are 
familiar with this, but I will summa- 
rize it. After your return has been filed, 
if the reviewers in the collector's office 
discover any error in calculation, or 
the like, you will probably hear from 
the collector’s office within a few 
months after the return is filed, either 
in the form of an additional assess- 
ment, or a letter or phone call asking 
for explanation. 

If the collector's office finds no such 
error on the face of the return, if the 
return is a corporation return with a 
net income of $75,000 or more, or in 
any case in which there are compli- 
cated transactions, substantial deduc- 
tions for depreciation, losses, and the 
like, one may expect that in about a 
year or so he will receive a call from 
the local revenue agent. Very likely he 
will first call by telephone and arrange 
a suitable time to start his examination. 

Any questions which can be ex- 
plained to the agent's satisfaction and 
thus be eliminated will save the time 
and expense which would be involved 
in breaking down, through protests 
and hearings, the interpretations the 
revenue agent might have placed there- 
on. 

The agent submits the report of his 
examination to the local office, where 
it is reviewed, typed, and a copy mailed 
to the taxpayer. The taxpayer usually 
has thirty days within which to protest 
or accept the agent’s findings; but if 
time does not permit, only ten, fifteen 
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or twenty days are granted. If a protest 
is filed, you request a conference in the 
local revenue agent’s office, which is 
held before a conferee and usually the 
examining agent. The conferee’s re- 
port of his recommendations, after be- 
ing reviewed, is forwarded to Wash- 
ington, D. C., along with the file. 
After going through the records divi- 
sion it reaches the audit review section. 
There it is again reviewed and the tax- 
payer receives a letter apprising him of 
the result of his conference in the 
local office, and he has thirty days or 
less to accept or protest the determina- 
tion made by the bureau in Washing- 
ton. 

If the review in Washington has re- 
sulted in approval of the recommen- 
dations of the local revenue agent in 
charge, a hearing before the unit in 
Washington will be granted if re- 
quested. 

However, if in the taxpayer’s protest 
to Washington and request for hearing, 
any new issues are presented, the case 
will be referred back to the field office 
for hearing and recommendation of 
such new issues. This is also true when 
the income tax unit in Washington it- 
self raises issues not  theretofore 
raised by the revenue agent or the 
revenue agent in charge. 

Having requested and been granted 
a Washington conference, the taxpayer 
appears there for the conference at 
conference secretary's office. There he 
meets the conferee, the auditor, and 
representatives of the special sections, 
depending upon the items at issue. 

The taxpayer may have only one 
conference, or a series of conferences, 
before he reaches an agreement or the 
Department issues its 90-day letter, to 
which, if he does not accept the pro- 
posed tax, his only recourse is by peti- 
tion to the United States Board of Tax 
Appeals or to default the letter, in 
which event the tax will be assessed 
and must be paid, and the taxpayer 
can then file claim for refund and take 
his case into the United States District 
Court or the Court of Claims, Wash- 
ington, D. C. 


ANOTHER CHANCE FOR NEGOTIATION 


After a 90-day letter has been issued 
and the taxpayer has filed his petition 





before the United States Board of Tax 
Appeals, it is still possible to further 
negotiate the case in the department 
before it actually goes to trial before 
the board. This is done before the tech- 
nical staff. 

The time for the staff to act is be- 
tween the date of mailing of the 90- 
day deficiency notice, and the date set 
for the hearing before the board. Ordi- 
narily the staff will grant consideration 
only after the petition to the board is 
filed, the time of consideration being 
governed by the numerical position of 
the appeal on the board’s docket. In 
certain priority cases, such as jeopardy 
cases and in others where the taxpayer 
has not had an opportunity for confer- 
ence in Washington, the staff will 
usually undertake to give consideration 
to the cases during the 90-day period 
within which the petition may be filed 
with the board. 

When the taxpayer desires consid- 
eration of his case by the staff after he 
receives a deficiency notice, he should 
address his request for consideration to 
the Commissioner of Internal Revenue 
for the attention of the Head, Techni- 
cal Staff, Internal Revenue Building, 
Washington, D. C. If he prefers a 
hearing in a field office near his resi- 
dence or place of business, he may re- 
quest it, but the request should be sent 
to Washington, not to the field office. 
He will be notified by the staff, nam- 
ing the date and place of the hearing, 
if he has requested one. Often an 
agreement can be reached so that an 
appearance before the board is unneces- 
sary, but even if the issues are such 
that a Board hearing becomes inevi- 
table, the parties as a result of the pro- 
ceedings had before the staff may be 
able to stipulate facts that will be of 
mutual benefit to the taxpayer and the 
Government at a board hearing. 


ALL PAPERS AVAILABLE TO 
TECHNICAL STAFF 

The consideration of tax cases by 
the technical staff is entirely separate 
from the board hearing. A file of the 
taxpayer’s returns, the revenue agent's 
reports, the conference reports, and all 
correspondence with the bureau is in 
the hands of the Internai Revenue 
Bureau at Washington, and is all avail- 
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Air transportation, a truly mod- 
ern industry, naturally tends to 
adopt the most modern aids to 
efficiency — at the airport or in 
the office. Hence the significance 
of this statement by Mr. C. E. 
Brink, Treasurer of United Air 
Lines, oldest and one of the larg- 
est air transport companies in the 
world: 

“With the increased volume of fig- 
ure work resulting from the steady 
and rapid growth of air travel, we 
are becoming increasingly depend- 
ent upon ‘Comptometers’ in han- 
dling our accounting work with 
speed and accuracy. 

“At our general offices in Chicago 
we use a battery of ‘Comptometers’ 
for such work as ticket auditing, 
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payroll, statistical and general ac- 
counting. ‘Comptometers’ are also 
used to excellent advantage at our 
operation headquarters in Chicago, 
at our overhaul and repair plant at 
Cheyenne, and at certain of our 
division headquarters throughout 
the country. 


“Comptometer 








“COMPTOMETERS” 


“With twenty-eight new-type 
Mainliners recently placed in ser- 
vice on United Air Lines, our facili- 
ties to carry passengers reach a new 
record, and the burden imposed 
upon the Accounting Department 
will be lessened by the aid of the 
‘Comptometers.’ ” 

If speed, accuracy and cost- 
cutting efficiency are desirable in 
handling your firm’s figure work 
(especially in view of Social Se- 
curity legislation), permit us to 
demonstrate the economy of 
“Comptometer” methods in your 
own office. Telephone the 
*‘Comptometer”’ office in your 
territory, or write direct to Felt & 
Tarrant Mfg. Co., 1734 N. Paulina 
St., Chicago, Il. 
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SUMMARY OF PROCESSES THROUGH WHICH AN INCOME T AX RETURN 
PASSES FROM THE TIME IT IS FILED UNTIL CLOSED 


TAXPAYER 
Files returns with Collector. 
(1040-A, 1040, 1120, Partnership and Fiduciary) 
Information returns filed at Washington, D. C. 


COLLECTOR 


Makes record of returns and tax declared. 

Checks mathematical accuracy of returns, and if necessary 
corrects tax assessment. 

Agents review and select returns for examination—only 
1040-A, Fiduciary and Partnership. 

Forwards returns and list thereof to Washington, D. C. 


WASHINGTON, D. C. 
CLEARING DIVISION—PROVING SECTION 


Lists proved, returns counted and segregated. 

Selections for immediate reference to Field are forwarded to 
Statistical Section where data is obtained for Congressional 
Committee and Secretary of Treasury. 

(1040—gross income of $25,000 or more) 
(1120—with taxable income where gross is $75,000 or 


more) 
(1120—with no taxable income where gross is $125,000 or 


more) 
Balance of returns are sent to Audit Review Division. 


AUDIT REVIEW DIVISION 
Selects returns for Field audit. 


Accepts balance as filed. 
Forwards returns to Clearing Division—Statistical Section. 


CLEARING DIVISION—STATISTICAL SECTION 
Compiles data for Congressional Committee and Secretary of 
Treasury. 


RECORDS DIVISION—SORTING SECTION 


Assembles information returns by payers. 

Compares with returns accepted and attaches to returns to 
be examined. 

Forwards accepted returns to Records Division for closed 
files. 

Forwards returns to be examined to Field Division. 


FIELD DIVISION—REVENUE AGENTS 


Examination made and copy of Revenue Agent’s report sent 
taxpayer. Where agreement forms signed, assessment made 
by Collector. 

Holds conference with taxpayer and forwards return and re- 
ports to Washington, D. C. 


WASHINGTON, D. C. 
RECORDS DIVISION 


Receives, records and forwards file. 


AUDIT REVIEW DIVISION 

Reviews reports from Field. 

If valuation involved, forwards to Valuation Division. 
Preliminary letters prepared and mailed. 


CONFERENCE SECTION 

Considers contentions of taxpayers upon their request, except 
special adjustment cases, and determines subsequent action 
to be taken. 


AUDIT REVIEW DIVISION 

Computes deficiencies in agreed cases. 

Computes certificates of overassessment in agreed cases. 
Prepares and mails Final Deficiency Notices. 

Forwards all cases to Clearing Division or Records Division. 


(a) CLEARING DIVISION—PROVING SECTION 
Schedules additional assessments. 


Lists all cases appealed (assessment and number of appeal) 
and forwards to: 


ASSISTANT GENERAL COUNSEL—for defense or 
TECHNICAL STAFF 


Confers with taxpayers on cases appealed to United 
States Board of Tax Appeals and recommends settle- 
ment or defense. 


(b) CLEARING DIVISION—CLAIMS CONTROL SEC- 
TION 
Schedules certificates or overassessment. 


(c) RECORDS DIVISION 
Places in closed files. 








able for examination by the technical 
staff, as the taxpayer's complete bureau 
file goes to the senior or junior techni- 
cal advisor who handles the case. The 
board has none of this material even 
after the appeal is filed. Its documen- 
tary record consists of only what papers 
are presented to it by the taxpayer as 
part of his petition or as evidence, and 
what the commissioner submits as evi- 


dence. 


PROCEEDINGS BEFORE STAFF 
INFORMAL 

One of the advantages of considera- 
tion by the technical staff is that, un- 
like the Board of Tax Appeals, it has 
no rigid rules for presentation of cases 
before it. The taxpayer submits his 
facts and arguments in the form of a 
brief or in any other convenient form, 
or he may request that the staff review 
the briefs or arguments already pre- 


sented and hear the taxpayer’s oral 
arguments. The Board of Tax Appeals, 
on the other hand, must abide by the 
rules of evidence applicable in courts 
in equity of the District of Columbia, 
in admitting or excluding evidence be- 
fore it, and the many who have had 
meritorious cases thrown out because 
of faulty evidence know how strictly 
the board does adhere to the rules. 
(Please turn to page 150) 
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Controller's Opportunities 
Stir Imagination 


“There is still room for so much de- 
velopment in what the controller and his 
organization may accomplish for the good 
of everybody concerned that the mere 
thought of it stirs one’s imagination. 

“Controllers in succeeding generations 
probably will find the answer to some of 
the present day perplexities largely for 
the reason that management in general 
gradually will learn more about the prac- 
tical importance of the work which the 
controller does and will find (1) ways to 
help the controller produce more, and 
(2) better ways to use what he does pro- 
duce. While the controller’s problem is 
chiefly his own, I think it is a mistake to 
expect him unaided to work up to his 
greatest degree of usefulness.” 


Excerpt from letter by Mr. Roy S. Holden, 
controller of Public Service Company of 
Northern Illinois, addressed to President 
Paul J. Urquhart, of THE CONTROLLERS 
INSTITUTE OF AMERICA. 


A Visitor's Opinion 
of Spring Conference 
“At no time have we seen a convention 
which was conducted in better taste or 
surroundings, and which proved of such 
tremendous value to the participants. The 
round table discussions and the way they 
they were conducted established an excel- 
lent clearing house for problems and in- 
formation among all the members, and I 
can readily appreciate from this experi- 
ence why your members are so enthusias- 
tic about your organization.” 


Excerpt from letter written by a visitor 
at the Spring Conference of Controllers, 
held at the Waldorf-Astoria Hotel, New 
York City, April 29, under the direction of 
THE CONTROLLERS INSTITUTE OF AMERICA. 


What Is Original Cost 


For Accounting Purposes? 


The 1936 annual convention of the 
National Association of Railroad and Util- 
ities Commissioners was the largest in 
the forty-eight years of the association’s 
history. The subjects selected were among 
the more outstanding now pressing them- 
selves upon the attention of those charged 
with the regulation of railroad and other 
public utility enterprises. The proceedings 
—a book of 536 pages—are just off the 
press, and are for sale by the Associa- 
tion’s Official Reporters, the State Law 
Reporting Company, 30 Vesey Street, New 
York, N. Y. 


Embraced in the membership of the 
association are not only the state regulat- 
ing commissioners but the members of the 
four federal commissions as well, viz., 
Interstate Commerce Commission, Federal 
Power Commission, Federal Communica- 
tions Commission, and Securities and Ex- 
change Commission. 

Proper accounting is fundamental with 
any regulatory body. In connection with 
the move for new and improved account- 
ing systems, the question of what is origi- 
nal cost for accounting purposes has 
forged to the front. Is it the cost of prop- 
erty to the present owner, or is it the cost 
at the time of original dedication to pub- 
lic use? The regulating commissioners’ 
convention devoted a half day to a dis- 
cussion of a revised uniform system of 
accounts for gas and electric companies. 
The discussions are printed in full in the 
convention proceedings, together with the 
report of the association’s Committee on 
Statistics and Accounts of Public Utility 
Companies. 

The revised Uniform Systems of Ac- 
counts for Electric and Gas Companies, 
acted on at the 1936 convention, while 
not printed as a part of the convention 
proceedings, have been printed in separate 
books. 

The association played a conspicuous 
part in the enactment of the Federal 
Motor Carrier Act, under which Congress 
set up a system of regulation for the inter- 
state movement of busses and trucks us- 
ing the public highways. At the time the 
convention was held (November, 1936) 
this statute had been in operation about 
a year. A full day was given to the dis- 
cussion of its operation, with special em- 
phasis on the so-called “joint board” pro- 
visions under which state commissions 
hold hearings and make recommendations 
to the Interstate Commerce Commission 
with respect to certificates of convenience 
and necessity, permits, and rates and serv- 
ice. The discussion brought out both 
eulogies and criticism of the joint board 
system of control. While the machinery 
creaks in certain respects it seems to be 
agreed that this is largely due to its new- 
ness, and that with continued use it will 
run more smoothly. The desirability of 
uniformity in state and federal require- 
ments as to insurance and safety regula- 
tions also consumed a large part of the 
discussion. 

Cooperation was a prominent theme at 
the commissioners’ convention,—coopera- 
tion between the state commissions and 
the federal commissions. This was evident 
in the discussion of motor transportation, 


but especially evident in the round-table 
discussion of the regulation of electric 
utilities. It was apparent that some of the 
state commissioners were apprehensive 
that the federal commissions might en- 
croach on their domain, but the general 
view appears to have been that through 
the medium of cooperation, expressly pro- 
vided for in the new Federal Power Act, 
any disputes as to jurisdiction can be 
amicably adjusted. 

Another subject to which attention was 
given at the convention was the fixing of 
rates for electric service on a cost basis. 


No Mid-Western Conference 
of Controllers This Year 


The proposed Mid-Western Conference 
of Controllers for which tentative plans 
were being made, will not be held this 
spring, it is announced by the Board of 
Directors of The Controllers Institute of 
America. The conference was to have 
been held in Chicago, in May, but cir- 
cumstances arose which made it appear 
desirable not to call the meeting this 
year. The conference would have been the 
first of its kind, and was to have been 
planned for the convenience of control- 
lers of companies located in the mid- 
western states. 

A conference along the lines indicated 
will be held in the spring of 1938, prob- 
ably in Chicago, and an early start will 
be made on plans for the meeting. 


Income Tax Liability of American 
Nationals in Philippines 


The Bureau of Internal Revenue in a 
recent pronouncement calls attention to 
the fact that the Philippine Islands did not 
cease to be a possession of the United 
States for Federal income tax purposes by 
the establishment of the Commonwealth 
of the Philippine Islands under the Act 
of March 24, 1934. This Act provides that 
until the complete withdrawal of the 
sovereignty of the United States over the 
Philippines, which will not occur until 
the fourth day of July immediately fol- 
lowing the expiration of a period of ten 
years from the date of inauguration of the 
Philippine Government, the United States 
retains certain rights of possession, juris- 
diction and sovereignty over the territory 
and people of the Philippines. 

As a general rule citizens of the United 
States are taxable on their income from all 
sources, wherever their business may be 
done or the property located. There is, 
however, a statutory exception to this 
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general rule under which citizens of the 
United States are taxable only on their 
income from sources within the United 
States: 


(1) If 80 per cent. or more of the gross 
income of such citizen for the three- 
year period immediately preceding 
the close of the taxable year (or for 
such part of such period immediately 
preceding the close of such taxable 
year as may be applicable) was de- 
rived from sources within a posses- 
sion of the United States, and 


(2) If, in case of such citizen, 50 per cent. 
or more of his gross income for such 
period or such part thereof was de- 
rived from the active conduct of a 
trade or business within a possession 
of the United States either on his 
own account or as an employee or 
agent of another. 


Notwithstanding the above provisions, 
all amounts received within the United 
States by such citizens whether derived 
from sources within or without the 
United States, shall be included in gross 
income. 

Citizens of the United States who are 
bona fide non-residents of the United 
States for more than six months during 
the taxable year are exempt from taxation 
on amounts received from sources without 
the United States (except amounts paid 
by the United States or an agency thereof) 
if such amounts would constitute earned 
income. Citizens of the Philippine Islands 
and citizens of the United States residing 
in the Philippine Islands who are liable 
for United States income tax for the 
calendar year 1936 should file their re- 
turns not later than June 15, 1937. 


State Society's 
Fortieth Anniversary 


The Fortieth Anniversary of the found- 
ing of the New York State Society of 
Certified Public Accountants was observed 
at a meeting of the Society held April 12, 
1937, in the Starlight Roof of the Wal- 
dorf-Astoria Hotel. Dean John T. Mad- 
den, of the School of Commerce, Ac- 
counts and Finance of New York 
University, was chairman. There was a 
review of the past, present and future of 
education for professional accountancy 
which served to clarify many of the ques- 
tions raised by the new regulations for 
educational requirements for obtaining 
the designation certified public account- 
ant, which will go into effect January 1, 
1938. 





Ruling by Federal 


Power Commission 


The Federal Power Commission on 
April 23 issued this ruling: 


Suspension of Keeping of Account 901 
Where Separate Account for Each Associ- 
ated Company Is Maintained 


It appearing to the Commission: 

(1) That Account 901, “Charges by As- 
sociated Companies—Clearing,” of the 
Uniform System of Accounts, contains a 
footnote as follows: 


“Note.——The mandatory use of this 
account may be suspended upon order 
of the Commission, if equivalent in- 
formation is readily obtainable from 
other records of the utility.” 


(2) That a number of public utilities 
have requested that the above-mentioned 
account be suspended as to them, giving 
as their reason that equivalent informa- 
tion is readily obtainable from other rec- 
ords, particularly from individual ac- 
counts payable which are kept for each 
associated company. 


It is ordered: 

That upon applications now on file or 
hereafter filed, when approved by the 
Commission’s Bureau of Finance and Ac- 
counts, and until further notice the keep- 
ing of Account 901, “Charges by Associ- 
ated Companies—Clearing,” be and the 
same is hereby suspended for all public 
utilities and licensees which keep a sepa- 
rate account for each associated company, 
provided all charges by associated com- 
panies be recorded in the respective asso- 
ciated company account and provided fur- 
ther that such accounts be maintained so 
as to permit ready analysis. 


Breaking Down of Holding 
Company Relationship 


A question asked by a participant in a 
group conference on the subject “Effect 
of Federal Tax Laws on Corporation Pol- 
icies,’ which was a part of the Spring 
Conference conducted by The Controllers 
Institute of America, was: ““What has been 
the effect of the tax on undistributed earn- 
ings in the majority of corporations and 
subsidiaries? Has there been any definite 
breaking down of the holding company 
relationship into an operating company?” 

The reply given was: “You mean has 
it given encouragement to consolidation? 
I think there is no doubt about it. We 
have seen in the newspapers that Carnegie 
and Illinois Steel, for instance, have 
merged, and in the process of that elimi- 
nated a number of subsidiaries. 


“The simpler the corporate structure, 
the simpler it is to formulate the policy 
to be followed with regard to the undis- 
tributed profits tax, and what should be 
done in the way of distribution of earn- 
ings.” 





Brief Facts Concerning 


CONTROLLERS INSTITUTE 
OF AMERICA 


Organized, December 29, 1931; in- 
corporated, December 31, 1931. 


A non-profit membership corpora- 
tion, under laws of District of Co- 
lumbia. 

Membership, 809. Includes control- 
lers from many diversified lines 
of business and industry. 


Purposes, advancement of technical 
and other interests of controllers. 


President, PAUL J. URQUHART, Alumi- 
num Company of America, Pitts- 
burgh. 


Eligibility Rules: Membership open 
only to controllers, and to assistant 
controllers when sponsored by 
their chiefs. (In case of company 
which has no one with title of 
controller, the person performing 
the commonly accepted duties, and 
carrying the usual responsibilities, 
of a controller, becomes eligible.) 
Associate class open to educators 
and writers and to corporate offi- 
cers of grade equal to or higher 
than that of controller. 


Branches, in fifteen cities: Boston, 
Chicago, Cincinnati, Cleveland, 
Detroit, Los Angeles, Milwaukee, 
New York, Philadelphia, Pitts- 
burgh, Rochester, San Francisco, 
St. Louis, Twin Cities, Washing- 
ton, D. C. 


Meetings: Annual, on national scale; 
monthly, in fifteen cities. 


Publications: Year Books, monthly 
magazine, “The Controller,” spe- 
cial reports and pamphlets from 
time to time. 


Governed, by National Board of 
Directors of twenty-one members, 
which meets monthly (except 
July), and an Executive Commit- 
tee of five, which meets on call. 


Committees: Twelve standing and 
special committees which are con- 
stantly studying special problems 
of the controller and his work. 


Address, One East Forty-second 
Street, New York, N. Y. 
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MONROE ADDING-CALCULATOR 





Besides adding-calculators, the modern 
Monroe line includes adding-listing and book- 
keeping machines; also check writing equip- 
ment. With more than 200 Monroe models, 
there is a machine for every business need. 















A NEW 


Within the first hour an operator uses this new 
Monroe, she forgets the machine and concentrates 
on figures. Its operation is subconscious. 





How timely an appearance—the fastest producer 
of useful, accurate answers just when business is 
needing more and more figures. 

Words can’t do justice to the speed, the quiet, the 
easy rhythmic operation of this new Monroe. You 
should see one at work on your own figures. Just 
telephone the nearest Monroe branch. Why not do 
it today? It entails no obligation. 





REVIEWS of Current Business Publications 


TAXABLE INCOME, by Dr. Roswell Ma- 
gill (recently appointed under-secretary of 
the Treasury). Ronald Press, New York. 
437 pages. $5. 

This book is the first of a series by dif- 
ferent authors on the various aspects of 
the concept of taxable income. It traces 
in detail the development of legislative 
and judicial ideas of the meaning of in- 
come and explains the legal tests and 
standards which have been utilized in de- 
ciding disputed questions. The economic 
aspects will be discussed more fully in 
later volumes. 

Income has been variously defined by 
economists as (1) the value of the net 
flow of services to the recipient and (2) 
the value of the net accretion to economic 
power during a given period. The first 
would approximate spendings or con- 
sumption and would not include savings 
Or appreciation of investment. The sec- 
ond would include all value received, in- 
cluding appreciation of assets already 
owned, regardless of how used. Income 
has been defined by the courts more nearly 
as (3) the inflow of a grain, usually of 
exchangeable value, from labor, capital, 
or both. This third definition resembles 
the second in respect to gain from labor, 
but differs in respect to gain from capital 
in that a severance is required. It does 
not include increments of value of an in- 
vestment held, but only gains realized by 
sale or by separation from the principal. 
The full amount of a dividend, for ex- 
ample, is taxable income, even though 
it may be offset by shrinkage in the mar- 
ket value of the shares upon which it is 
paid. 

Discussion of court decisions and stat- 
utory modifications of this doctrine of 
realization requires five chapters. Subjects 
discussed include the cash and accrual 
method; receipts in one year of earnings 
of another; dividends in cash, property, 
stock, stock rights and in liquidation; 
effects of reorganizaton; interest, bond 
premiums and discounts; sales, purchases, 
exchanges, and changes in manner of con- 
trol; and income subject to claims or 
conditions. Two factors have caused most 
litigation as to time of realization (1) 
the short statute of limitations and (2) 
the graduated and changing tax rates. 

The next four chapters discuss the re- 
quired characteristics of taxable income. 
It may consist of money, property, or less 
tangible benefits. It is the right to take 
money rather than its physical receipt 
which usually governs. If in property, 


it is usually but not invariably measured 
by its price in exchange. The value of 
services received free or of a debt or 
other obligation cancelled or settled by 
another may or may not be taxable, de- 
pending upon conditions. Net versus gross 
income is discussed, also such complica- 


tions and considerations as community 
property, assignments of income, revok- 
able trusts, and the element of control 
between man and wife, divorcee, child or 
ward. Money paid to a housekeeper is 
taxable income but the same amount paid 
to the same woman after she marries her 
employer is not taxable. If two farmers 
do their own work, there is no taxable 
income but if they specialize and pay 
each other for part of the same work, 
then the income becomes taxable. 

Two chapters discuss the income aspects 
of compensatory payments such as insur- 
ance and damage settlements and of sub- 
sidies, grants, gifts, bequests, and de- 
vises. A final chapter “Toward a Concept 
of Taxable Income” attempts to sum up 
the philosophies of income developed by 
the long procession of supreme court 
judges. The mosaic is not static, but 
dynamic; it changes gradually with con- 
ditions and as the science of accounting 
becomes better understood by legislators 
and judges. The conclusion is Mr. Jus- 
tice Holmes’ classic sentence, ““A word 
(income) is not a crystal transparent and 
unchanged, it is the skin of a living 
thought and may vary greatly in color and 
content according to the circumstances 
and the time in which it is used.” 


Reviewed by E. STEWART FREEMAN 
Dennison Manufacturing Co. 


ACCOUNTANTS’ CERTIFICATES, by 
James H. Wren. The Ronald Press Com- 
pany, New York. 181 pages. $4. 

In this book there are reprinted 124 cer- 
tificates by thirty-seven accountants and firms 
of accountants, in many instances supple- 
mented by qualifying comments consisting 
of footnotes and other explanatory matter 
prepared by the certifying accountant and 
originally appearing on the balance sheet, 
statement of income and profit and loss, 
or other exhibit or schedule in the ac- 
countant’s report; and of extracts from re- 
ports or letters written by the president, 
controller, or other officer of the client. 
All of these certificates were selected by the 
author from those appearing in 1936 in 
annual reports to stockholders and the selec- 
tion was chiefly from reports of corpora- 
tions listed on the New York Stock Ex- 
change. The author states that he gave 
preference to consolidated statements and 
to consolidations involving foreign sub- 
sidiaries. 

In the certificates themselves there is, 
naturally, much repetition but there is also 
much variation in the ways of stating the 
comparatively few conclusions customarily 
found in certificates. The author’s purpose, 
as revealed by the preface, was to hold up 
to the reader’s view an orderly parade of 
modern certificates in order that the reader 
might decide which of the various ways of 


stating the same conclusion was best adapted 
to his needs in the preparation of a certifi- 
cate by him. In the author’s own words, 
“Let the reader attend to that.” This pur- 
pose seems too narrow, or, to put it other- 
wise, the book would have been more help- 
ful if the reader had not been left unguided, 
but had been given intelligent comment 
in the author’s opinions as to the form he 
considered most desirable for each of the 
objectives commonly sought in certificate 
preparation. Because of their variety, the 
footnotes and other explanatory matter ac- 
companying the certificates are of real sug- 
gestive value in determining what should 
be the subject of comment by the accountant 
and the scope and form of the comment. 

An ingenious plan of arrangement and 
coding has been developed by the author 
whereby one can readily ascertain how var- 
ious facts have been stated in various cer- 
tificates and the qualifying comment. The 
A B C of certificate classification is the 
recognition that all certificates contain an 
Affirmation by the accountant and the Basis 
of the affirmation, and that many certificates 
are supplemented by Comment on the finan- 
cial statements presented, usually incorpo- 
rated by reference. The author has divided 
the Basis of the affirmation into eight fun- 
damental statements as follows, each of 
which is designated by a code symbol con- 
sisting of the capitalized first letter of the 
first word in the fundamental statement: 
Records examined; Evidence examined; In- 
formation obtained; Methods reviewed; 
Operations reviewed; Audit of transactions 
not made; Detailed audit reports fur- 
nished; Statements of company furnished. 
Each of the certificates printed in the book 
is coded by these symbols to indicate its 
contents and thus certificates can be in- 
dexed and cross-indexed. For example, a 
certificate coded R is one which states only 
that records had been examined; one coded 
RI states that records had been examined 
and information obtained; one coded REO 
states that records had been examined, evi- 
dence had been examined, and operations 
reviewed; and so, progressively, until one 
finds a certificate coded REIMOADS which 
contains all of the eight fundamental state- 
ments. 

The real differentiation among certificates 
is found in the comments, usually incorpo- 
rating by reference various data from pub- 
lished reports and other sources. These 
comments also have been coded, by means 
of figures. The author designates as Gen- 
eral, comment of these five types: transia- 
tion of foreign currencies, principles applied 
in consolidation, events subsequent to the 
balance sheet date, other comment on the 
accounts, and inconsistent practices. These 
types are coded in the order of their list- 
ing, by the numbers 10, 20, 30, 40, and 50. 


(Please turn to page 144) 
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Two New Accounting Books 


related to the American Institute of Accountants Bulletin 


“Examination of Financial Statements” 


FINANCIAL AUDITS 


By D. L. TROUANT 


ELABORATES the suggested audit procedures 
outlined in the Institute bulletin. Describes at 
length the nature and purpose of financial 
statements and the functions and responsibili- 
ties of the public accountant. 


256 pages 


Cloth bound 


S.E.C. requirements and those of other reg- 
ulatory bodies are given consideration. The 
importance of internal check and control, and 
their relationship to the independent audit, 
are fully discussed. 


Price $2.50 


(NOW AVAILABLE) 











AUDIT WORKING PAPERS 


Their Function, Preparation and Content 
By MAURICE E. PELOUBET 


ExpLaIns in detail, with abundant illustrative 
forms IN TWO COLORS based on schedules 
actually in use, the working papers which will 
most effectively set forth data developed by 
the audit procedures in the bulletin EXAMINA- 
TION OF FINANCIAL STATEMENTS. Reflects 
modern practice in every particular. 


Approximately 398 pages 


Cloth bound 


Shows how one set of working papers may 
serve various purposes, including reports to 
S.E.C. and income-tax returns. Problems of 
consolidation receive particular attention. 


This book succeeds J. Hugh Jackson’s work 
on the same subject, now out of print. 


Price $4.00 


(NOW AVAILABLE) 


AMERICAN INSTITUTE PUBLISHING COMPANY, INC. 


135 Cedar Street, New York 

















REVIEWS of Current Business Publications 


Numbers from 1 to 9 inclusive are em- 
ployed to code specific comment on points 
related to earnings (e.g., amortization pol- 
icy); numbers from 11 to 19 inclusive 
designate specific comment on current posi- 
tion (e.g., tax liability) ; numbers from 21 
to 29 are used for specific comment on 
other matters (e.g., changes in corporate 
structure). Thus, each certificate printed, 
except twenty-five which contain no com- 
ment, is coded with figures as well as let- 
ters. For instance, one carrying the figures 
3, 10, 11, 12, 13, 14, 19, 23 contains 
comment of the character indicated by each 
of these symbols. When the comment qual- 
ifies the certificate (e.g., “subject to the 
foregoing”), the symbol therefore is fol- 
lowed by an asterisk. When comment is 
incorporated by reference, its symbol is 
printed in bold type. 

The author's work in analyzing and cod- 
ing these certificates has been skilfully done 
and indexes by names of accountants, by 
code symbols, and by names of corpora- 
tions, and a list of all certificates in the 
order of their printing showing all code 
symbols for each and a designation of which 
are consolidated statements, enable one to 
find a model for almost any purpose. Many 
interesting points are revealed by a reading 
of these certificates or reports. One of them 
states that neither the funds in the hands 
of a trustee for redemption of called bonds 
nor the liability on bonds not presented is 
shown on the balance sheet. Whether or 
not that procedure should be adopted in a 
specific case may raise an interesting ques- 
tion of law. 

There are two minor matters which to 
this reviewer seem mildly questionable. The 
author states: “We realize at last that ac- 
counting is not among the sciences termed 
exact.” That was realized over thirty years 
ago, as the inquisitive may discover by 
reading “The New Reciprocity of Account- 
ancy and Law” in the Journal of Account- 
ancy for September, 1908. Also, the author 
unearthed somewhere a rare and ancient 
word ‘“‘qualificatory.” With practice one 
can learn to use it at conversational speed 
but even then it remains a harsh, angular 
word and should have been left buried. He 
uses it to mean “qualifying”; if the latter 
word seemed too commonplace, he could 
more properly have used “‘qualificative.” 
Qualificatory is better used to describe some 
test by which one qualifies for a rank or 
position or the like; for example, a civil 
service examination is qualificatory. 
Reviewed by HAROLD DuDLEY GREELEY. 


SOCIAL SECURITY COORDINATOR, 
published by Tax Research Institute, New 
York City. 

This is a work on taxation which com- 
bines more than forty state and federal 
laws into one volume with clarity and 


effectiveness. The book was prepared by 
a staff of attorneys and accountants who 
depended to a great extent on the co- 
operation of more than 1300 business 
executives who permitted the Institute to 
investigate thoroughly the manner in 
which each organization met its most 
confusing problems. Mr. Leo M. Cherne, 
member of the New York Bar and the 
executive secretary of the Institute, heads 
the staff, which is supervised by Mr. 
Harold B. White, LL.B., co-author of 
“Legal Tax Saving Methods.” 

Of the publication itself it may be 
said that rather than being a book or a 
service, it is more in the nature of a ma- 
chine or a device that performs the work, 
a bound volume that is completely cross- 
indexed and highly detailed. In meeting 
social security problems this volume should 
be very useful. The Coordinator does not 
contain a line of law or regulation. The 
interpretations were prepared by the staff. 

There is a section devoted to tax sav- 
ing methods. These are practical, and the 
simplicity of the ‘TRI Recommendations” 
which are contained in each section make 
them easy to understand and apply. 


Reviewed by ARTHUR R. TUCKER. 


THE RECOVERY PROBLEM IN THE 
UNITED STATES, written and published 
by The Brookings Institution, Washington 
D. C. 700 pages. $4. 

This book attempts to analyze recent 
economic history, to diagnose present dif- 
ficulties, and from these to draw lessons as 
a guide to future economic policy. It com- 
bines the results of earlier researches with 
a mass of new material and is on the whole 
very interesting and easy reading. 

The first part is a study of the events 
out of which the depression evolved: (1) 
the maladjustments which grew out of the 
war and the conflicting reconstruction 
polices of the several nations, (2) the 
rapid recovery of world production, its in- 
tensification of international competition 
and its depressing effect on basic material 
prices, (3) the foreign dependence on in- 
ternational credit and the expansion of 
private credit at a rate which was building 
up trouble, (4) the approaching saturation 
in construction and automobiles, and (5) 
the concentration of income and the re- 
sulting diversion of buying power from 
consumptive into investment channels with 
consequent inflation of security prices. In 
short, this part is a study of a decade of 
exceptional activity built on insecure foun- 
dations. 

The severe business depression of 1929- 
1931 began with the decline in raw ma- 


> 


terial prices and the break in the price of 
shares, and was followed by curtailment of 
production, a marked reduction in world 
trade, and rapid curtailment of interna- 
tional loans. Inability to sustain the high 
volume of international debt led to the 
crises of 1931 and the financial and mone- 
tary collapse which intensified the internal 
depression in every country. 

The history of all important countries 
proves that under modern conditions gov- 
ernments cannot possibly escape defensive 
measures designed to check collapse and af- 
ford relief. Likewise no important country 
was able to leave recovery to so-called nat- 
ural forces or to be wholly consistent in its 
own efforts. Hence it is impossible to trace 
any significant correlation between the de- 
gree of recovery and the extent or nature 
of government effort. 

Factors now favoring recovery are de- 
scribed as (1) an unprecedented abundance 
of both short- and long-term loanable funds 
at interest rates likely to be extraordinarily 
low for some time, (2) the substantial 
reduction since 1933 in the burden of pri- 
vate indebtedness, (3) the unusually satis- 
factory trend in the relation of wages to 
prices made possible by increased efficiency 
of production and the fuller utilization of 
capacity, (4) the improved balance between 
agricultural and industrial income, (5) the 
progress of trade agreements in eliminating 
uneconomic restrictions and thus clearing 
the way for expansion of international trade, 
(6) the practical disappearance of uncer- 
tainty with respect to monetary and bank- 
ing policies and of the atmosphere of doubt 
and distrust arising from conflicting the- 
ories, opinions, and policies as between 
governmental and business leaders, and (7) 
the powerful stimulus to further expansion 
of the enormous accumulated deficiency of 
production. 

The back Jog of requirements for durable 
goods is so great that we are not dependent 
upon the development of any new indus- 
tries. The mere process of making good 
deferred maintenance and expanding pro- 
duction sufficiently to provide an increased 
population with the usual types of consump- 
tion goods would tax the nation’s produc- 
tive energies and labor supply for some 
years. 

As against these hopeful signs, they cite 
certain less favorable influences: (1) the 
danger to fiscal stability of the unbalanced 
federal budget, (2) the possibilities of an 
inflationary movement being facilitated and 
encouraged by the superabundance of pri- 
vate credit, (3) the chance of shortening 
of hours or otherwise curtailing produc- 
tion or confidence by labor conflict or pre- 
mature or ill-conceived legislation, and (4) 


(Please turn to page 149) 
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| 4 
COMPLETE SOCIAL - Complete payroll and check register in one 
. unit shows the gross pay, all deductions,and | 
SECURITY RECORDS | __ smi: sistioys, semaine for 
all columns accumulate ———— 
sees cae | 
AT A LOW COST EARNINGS RECORD 
To meet today’s payroll accounting needs _ Complete individual progressive record for 
. ee each employee shows time worked, gross 
with a minimum of work and at low cost, | _ earnings, deductions, and net pay for any 
. . E and all periods. Provides information needed 
Burroughs provides new machines, new fab old ae teen unemployment insur- 
features, new developments for writing the ance, and income tax reports. - : 7 





records described at the right. Concerns— 
large and small—in all lines of business— S 
are benefiting by the speed, ease and 
economy with which one or several of these | 


EMPLOYEE? 5 STATEMENT 


This receipt for deduasinety which the law 
requires be given to each. employee at each 
} _ .pay period, also shows the individual's gross 
new Burroughs machines completely | earnings, all deductions, and net pay. It can 
handle all payroll records. Investigate. a eetnined. gece Pre employ wis 


For quick action, telephone your local 
Burroughs office or, if more convenient, r 
mail the coupon or wire direct today. 
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+ Since the check or pay envelope is withig 
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BURROUGHS ADDING MACHINE COMPANY, 6427 SECOND BLVD., DETROIT, MICH. 
Send me the new folder ‘‘Modern Payroll Methods’’—which includes illustrations of forms 
for compiling figures required by the Federal Social Security Act. 
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Appraisers Define Ethics, Lay 


Groundwork of Calling 


Since 1933 there has been an or- 
ganization in existence known as the 
Association of Appraisal Executives. It 
is composed of representatives of the 
leading appraisal firms of the country, 
under the chairmanship of Mr. L. H. 
Olson of the American Appraisal 
Company of Milwaukee. Mr. John W. 
Townsend is executive secretary. The 
offices of the Association are in Wash- 
ington, D. C. 

One of the first important actions 
taken by this Association was the prep- 
aration of a booklet entitled ‘‘Basic 
Standards of Appraisal Practice and 
Procedure,” in which an effort is made 
for the first time to set up accepted 
methods of procedure and to establish 
a code of ethics to be followed by in- 
dividual public appraisers. The book- 
let has just made its appearance. 

It is pointed out in the foreword 
of this book that the application of the 
term “appraiser” has been a matter 


of evolution, from its original simple 
meaning of one who values, to its 
more modern application to an indi- 
vidual or organization which special- 
izes in property investigation, analysis 
and reports. 

This foreword points out that an 
appraiser is not an individual who 
simply values property but that he may 
render reports relating solely to the 
existence, extent, condition, utility or 
other limited property facts. 

“The service of the appraiser, in a 
limited sense, may be somewhat analo- 
gous to that of the engineer, the 
accountant, and the economist,’ the 
foreword states. It is pointed out, how- 
ever, that while training in these spe- 
cialized fields may provide the funda- 
mental qualifications of an appraiser, 
the appraiser is himself a specialist en- 
gaged in a separate and distinct call- 
ing; he is a specialist in property sur- 
veys and analyses. 


DEFINITIONS OF APPRAISER’S 
RESPONSIBILITIES 

It was the need for more generally 
accepted standards of appraisal prac- 
tice and for greater uniformity in 
terminology used by appraisers which 
brought forth this book. It is pointed 
out that there is a demand upon the 
appraiser, both from business men and 
from regulatory bodies, for clearer defi- 
nitions of the appraiser's responsibility 
and procedure. 

A joint conference on appraisal 
practices was held in Washington in 
1934 which was attended by repre- 
sentatives of fourteen associations of 
engineers, architects, bankers and real 
estate brokers and appraisers. This 
conference stimulated the Association 
of Appraisal Executives and resulted 
in special studies which are embodied 
in this book. 

Several pages are devoted to a dis- 
cussion of general concepts. Appraisal 
is defined as the process of systematic, 
analytical determination and the re- 
cording and analyzing of property 
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facts, rights, investments and values, 
based primarily on a personal inspec- 
tion and inventory of the property. 

Other terms defined are: “appraisal 
service,” “property,” “i 
“value.” The discussion of the mean- 
ing of ‘‘value’”’ is particularly interest- 
ing. 

A section is devoted to a definition 
of what an appraiser is, his qualifica- 
tions for competence and experience in 
this particular field, his disinterested- 
ness in business, property, and the re- 
sult of his investigation, and his asso- 
ciation with others. 

The principles of valuation are dis- 
cussed in a section of nearly eight 
pages. This, too, is an interesting sec- 
tion which treats with concepts and 
bases of value, with original cost, his- 
torical cost, trended cost, cost of repro- 
duction new, depreciation, value based 
on determining capacity, tangible and 
intangible property, value of parts in 
relation to the whole, and prospective 
developments. 


LIMITATIONS ON REPORT 

Standard of procedure are defined, 
and another interesting section is de- 
voted to the appraiser’s report. This 
section. The difficulties of defining 
ments of the report, its limitations, the 
statement as to the nature and extent 
of the investigation and as to the basis 
and method of valuation. Portions of 
this section are devoted to rules with 
respect to property description and in- 
ventory and the use and utility of prop- 
erty. 

Part II of the book is devoted to 
definitions of a selected list of words 
and terms in ordinary use by apprais- 
ers. This is apparently a well-prepared 
section. The difficulties of defining 
terms are great and while there may 
be many differences of opinion with 
respect to definitions presented in a 
work of this kind, they at least serve 
the purpose of focusing attention on 
them, the probable result of which 
will be improvement of definitions in 
the years to come. 
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Part III of the book contains a code 
of ethics for independent public ap- 
praisers. This in itself is a construc- 
tive work which should serve to ad- 
vance the calling immeasurably. 

Controllers are deeply interested in 
appraisals, the methods of making 
them, and the principles on which they 
are made. A reading of this new work 
would be helpful as it appears to con- 
stitute a distinct advance in this field. 





PICTURE OF DINNER 
AVAILABLE 


HE photograph which appears on 

Page 140, of the dinner which 
brought to a close the Spring Confer- 
ence of Controllers at the Waldorf- 
Astoria Hotel, New York City, on 
April 29, was made by Drucker & 
Baltes Company, Inc., 106 West 43rd 
Street, New York City. It is available 
in the form of unmounted prints, at a 
cost of $1.00 each, to those who are 
interested. Orders should be sent di- 
rect to the photographer. 
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tions—Public Utility Rate Studies—Insurance Standard Tabu- 
lations—Insurance Accounting—Department Store Customer 
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Estimates for preparing any current, special and peak load 
analyses will be promptly submitted 


Recording & Statistical Corporation 
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No “Accepted Accounting Principles” for 
Out-of-the-Ordinary Transactions 


In the March issue of THE COoN- 
TROLLER an article was published 
which asked the question, “What are 
‘accepted’ accounting principles?” In 
that article two examples were cited as 
to the handling of a particular set of 
circumstances by the accounting au- 
thorities of the Securities and Exchange 
Commission. In this particular case a 
public accountant was required to cer- 
tify that the accounting practice which 
was followed by an applicant for regis- 
tration was “contrary to accepted ac- 
counting principles.” 

Space does not permit reproduc- 
tion of the details of the two examples 
cited. They may be examined by ref- 
erence to the March issue of THE 
CONTROLLER. 

Mr. P. W. Sterns, of the Interna- 
tional Products Corporation, New York 
City, submitted the following replies 
to the examples cited, with due regard 
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Convenient, comfortable, quiet, inexpen- 
sive, this homelike modern hotel is just 
a few steps from Grand Central, a short 
walk to Radio City, the leading theatres, 
smarter shops, and large Fifth Avenue 


to the particular circumstances set 
forth, and without consideration of any 
of the income tax questions involved: 


First EXAMPLE 


“It is my belief that only the amount 
actually paid out or to be paid out 
for the use of money borrowed is a 
necessary charge to income account. 
Therefore, since the difference between 
the amount obtained on the sale of the 
bonds to the two stockholders and the 
face value of such bonds will not be 
paid out, the unmamortized debt dis- 
count is not a charge to income ac- 
count, and the $50,000 already charged 
may be credited back to Earned Sur- 
plus Account. This would leave in 
Capital Surplus the sum of $800,000, 
the amount received from the two 
stockholders for the bonds and which 
is the full amount of their gift. 

It is admitted, though, that the situ- 


IS A FRIENDLY TOWN 


when you stop at the 


HOTEL MONTCLAIR 


The New York City Control Holds Its Monthly Meetings Here 


HOPEL MONTCLAIR 


LEXINGTON AVENUE AT 49TH STREET - NEW YORK CITY 


All 800 beautifully furnished rooms have 
outside exposure, bath, shower and radio. 
Single $3.00, double $4.00, with twin 
beds $4.50. There are many handsome 
suites moderately priced in proportion to 
the luxury they afford you. 


ation would be different if the bonds 
were not donated until maturity date, 
as then the two stockholders would 
have an immediate claim against the 
company in the amount of $1,000,000 
which, if forgiven, would be the 
amount of capital donated. 


SECOND EXAMPLE 

Holding to the theory that money 
paid for the use of money borrowed 
is a charge to income account, the 
$150,000 unamortized bond discount, 
plus the premium of $50,000 in the 
call price, can not be considered a 
proper charge against Capital Surplus. 
In any case, no Capital Surplus is in- 
dicated in the example. 

In my opinion the fact that the pro- 
ceeds from the sales of stock and 
bonds could be traced to separate in- 
vestments has no bearing on the prob- 
lem. 

The company could sell part of its 
security investment if it wished to wipe 
out the deficit caused by writing off the 
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$200,000 bond expense, and re-invest 
the proceeds. 

The answer to the question, ‘What 
Are ‘Accepted’ Accounting Principles ?” 
seems to be that there are none for 
out-of-the-ordinary transactions, and 
that such cases must be handled as in- 
dicated in the light of special circum- 
stances. 


Conference of Controllers 
(Continued from page 129) 
Conference in charge, under the com- 
mittee chairmanship of Mr. J. H. Mac- 
Donald, of the National Broadcasting 

Company. 

Guided by experience gained at the 
Fifth Annual Meeting of The Control- 
lers Institute of America, in October, 
1936, when group conferences were 
introduced into these sessions, the 
Committee in charge held attendance 
at each group conference to thirty-five 
or less, and organized additional 
groups as registrations demanded. This 
limitation on the size of conferences 
made each group session much more 
productive and enjoyable than in the 
past, and permitted participation in the 
discussion by more of the members in 
attendance. 

The Conference was well attended. 
Many members from a considerable 
distance took part. It is believed, from 
expressions of opinion heard, that the 
Conference served a useful purpose in 
bringing to light the most recent in- 
formation as to developments having 
a bearing on the work of the controller 
and the new responsibilities which he 
must shoulder as a result of rapidly 
changing conditions. 


Book Review 
(Continued from page 144) 


the threat of the armament race to world 
fiscal stability and the fear of new wars 
which constitute barriers to the reestablish- 
ment of constructive international economic 
policies. 

The wealth of information in this book 
and its 150-page appendix makes it valu- 
able as a work of reference. The appendix 
contains data on the trends of trade and 
production for durable and non-durable 
goods, employment, wages, prices, taxes, in- 
terest rates and public and private finance, 
including many foreign as well as domestic 
figures. It contains also annals of recovery 
legislation in fourteen countries. 

Reviewed by E. STEWART FREEMAN. 
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Be an Accountant, Says This Advisor 

Howard Vincent O’Brien, writing 
in the Chicago Daily News, replied as 
follows to a recent inquiry from a 
young man as to a choice of callings: 

“A young man, just starting to climb 
the ladder of success, asks advice on 
the choice of career. 

“Having spent the day listening to 
assorted business men complaining 
about life, there is no hesitancy in my 
answer to the request for advice. I 
speak quickly and with assurance. 
Young man, the land of opportunity 
is flowing with ink—red and other- 
wise. Young man, your course is clear. 
Be an accountant! 

“All the other professions are 
crowded. Few doctors or lawyers get 
into the upper income brackets, and 
practically no journalists. But the doors 
are wide open for the bookkeeper. To 
him who can cast or take off, or what- 
ever it is one does with a trial balance, 
goes the kingdom of the earth. His 
is the honor and the glory and the rich- 
ness thereof. 


THE New ERA 

“A few years ago it was the sales- 
man who got the gravy. Now the 
salesman is almost a museum piece. 
With each session of congress and the 
legislatures comes a new crop of laws, 
and the printing shops work overtime 
providing the new blanks and forms 
which the new laws require. As the 
red tape multiplies, salesmen are being 
brought in from the firing line and 
workmen are being brought from their 
benches to take their places at the 
ever-mounting job of record-keeping. 

“It used to be that a man could run 
a business successfully by merely spend- 
ing less than he took in. He didn’t 
need so much as a pencil to show 
profit or loss. He could tell by the 
amount of cash jingling in his jeans 
at the end of the week. That’s all 
changed now. The counters for mer- 
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chandise are being moved out to make 
room for ledgers and adding machines. 
The stockroom is now a place for the 
storage of forms in pink, blue and 
green, covering social security, surplus 
profits, excise taxes and dividends ac- 
cruing from the China trade. 


BLIZZARD OF PAPER 


“It used to be easy to be a merchant. 
All you had to do was sell your goods 
for more than they cost. That was 
before government got around to the 
regulation of business. 

“Take the case of my friend Giu- 
seppe. He used to run a peanut stand 
that supported his eleven children in 
considerable comfort. He was busy 
and happy, forever singing arias to the 
whistle of his oven. He sings no more. 
He doesn’t even sell peanuts. He 
spends all his time poring over records 
of the sales tax, computing capital net 
gain or loss and figuring out the 
proper pay-roll deductions for unem- 
ployment insurance on the boy who 
tends the stand while he keeps the 
books. In his spare time he worries 
about making some mistake that will 
send him to jail. 

“The profits on such accidental sale 
of peanuts as still takes place go to 
hiring the part-time accountant who 
audits his books. “I losa lessa money 
if I geev the peanuts away,” says 
Giuseppe sadly. 


CHANGING CLIMATE 

“Our climate seems to be changing. 
There is less snow but more paper. It 
has been estimated that, at the present 
rate of increase, the country will be 
buried under five feet of records, 
blanks, punched cards and forms of 
one kind or another in less than a 
generation. The quaint old idea that 
we could live by doing one another’s 
washing has given place to an even 
quainter idea—that we can live by 
keeping one another’s books. 

“That is why I urge the young man, 
seeking a career, to go into account- 
ancy. It is a profession with many 
branches. The field ranges from the 
control of corporation budgets down 
(or up) to answering questions on 
how to figure earned income. There 





is a crying need, already, for linguistic 
specialists who can translate laws into 
vernacular English. And for those 
who cannot only translate the laws, 
but find escape holes in them, there 
are fortunes. 

“Horace Greeley advised young men 
to go west. My advice is to stay home 
and learn arithmetic.” 


Summary of Processes 
(Continued from page 136) 

The hearings before the staff are also 
informal. There is no suggestion of a 
court in the conferences either at Wash- 
ington or in the field offices. Rather, 
they resemble conferences of business 
men, and the business man can give an 
honest straightforward account of his 
case without being haunted by the 
apparition of the opposing counsel in- 
terposing objections. 

Any settlement recommended by a 
junior technical advisor must be re- 
viewed by one senior technical advisor. 
His action is subject to the official sanc- 
tion of the commissioner, which is 
necessarily more or less perfunctory ex- 
cept in unusual cases brought to the 
commissioner's attention. 

The senior advisors of the technical 
staff are also empowered to travel to 
the field offices of the bureau when- 
ever necessary to close cases, especially 
just before board hearings are held 
outside of Washington in the princi- 
pal cities. 

The technical staff never grants con- 
sideration to cases in which the issue 
of fraud is involved. It does, however, 
consider cases dealing with improper 
accumulations of surplus by corpora- 
tions, and also cases in which com- 
promise offers are made. 


October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. 





Figures in a Hurry— 
Not Hurried Figures 
Send your inventory and other emergency 
computations to a skilled organization of pub- 
lic calculators. 48-hour accurate service. 
ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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Control Information—the facts and figures 
which speed the movement of goods and serv- 
ice, must be at the operator's finger tips. 
Operating executives know this. That is the 
reason more and more of them are turning to 
Postindex. 

The advantages of Postindex Visible Filing 
systems are impressive. 
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form. 
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down the pen. 
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complete catalog of Postindex Visible Index 
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INSTITUTE ACTIVITIES-COMM UNICATIONS 


New Members Elected 


At a meeting of the Board of Directors 
of The Controllers Institute of America, held 
April 30, 1937, the applicants named below 
were elected to active membership in The 
Institute: 


WILLIAM AITKEN 
Falstaff Brewing Corporation, St Louis. 


JOHN J. BURKE 
Rochester Packing Company, Inc., Roch- 
ester, New York. 


LAWRENCE S. CALLAGHAN 
The Todd Company, Inc., Rochester, New 
York. 


IrnvING D. DAWES 
Virginia-Carolina Chemical Corporation, 
Richmond, Virginia. 

RoBert M. DouGLas 
San Francisco Stock Exchange, San Fran- 
cisco. 


JOHN T. DrysDALE, Jr. 
Majestic Radio & Television Corporation, 
Chicago. 

Rospert H. DUFFY 
Younker Brothers, Inc., Des Moines, 
Iowa. 


HERBERT L. ECKHARDT 
The Pfaudler Company, Rochester, New 
York. 

C. R. FRANKLIN 
Gannett Company, Inc., Rochester, New 
York. 

T. H. GILLEsPIE 
American Lumbermen’s Mutual Casualty 
Company of Illinois, Chicago. 

WitiiaM C. Hussey 
Levy Brothers & Adler Rochester, Inc., 
Rochester, New York. 


P. H. LITTLEFIELD 
Canada Dry Ginger Ale, Inc., New York 
City. 

WERNER LuTz 
Jos. Schlitz Brewing Company, Mil- 
waukee. 

A. N. Masucci 
Hickey-Freeman Company, Rochester, 
New York. 


L. A. MERTZ 
Dravo Corporation, Pittsburgh. 


P. P. MESQUITA 
General Engineering & Dry Dock Com- 
pany, Oakland, California. 


GEORGE W. MUNSON 
Fitchburg Paper Company, Fitchburg, 
Massachusetts. 

JosEPH J. MYLER 
Neisner Brothers, Inc., Rochester, New 
York. 

WILLarD G. Nims 
The L. S. Starrett Company, Athol, 
Massachusetts. 


NorRMAN R. OLLEY 
The R. T. French Company, Rochester, 
New York. 


DONALD W. PETERSON 
Minneapolis Gas Light Company, Minne- 
apolis. 

EpwWIN C. RoworTH 
Stromberg-Carlson Telephone Manufac- 
turing Company, Rochester, New York. 


WILLIAM J. SCHWARTZ 
Hackensack Water Company, Weehaw- 
ken, New Jersey. 


E. C. SCOBELL 
Rochester Gas & Electric Corporation, 
Rochester, New York. 


ALFRED A. SMITH 
Black, Starr and Frost-Gorham, Inc., New 
York City. 


EDWARD F. SMITH 
The John C. Winston Company, Phil- 
adelphia. 

GeEorGE A. TAYLOR 
The Sharples Specialty Company, Phil- 
adelphia. 

JosEPH F. TAYLOR 
Bausch & Lomb Optical Company, Roch- 
ester, New York. 


Horace S. VAILE 
Marshall Field & Company, Chicago. 


R. G. WEIGAND 
West Penn Power Company, Pittsburgh. 


NICE WORDS FOR 
SPRING CONFERENCE 


“I want to congratulate you and your 
New York Control Committee for the ex- 
cellent Conference just held. 

“In my opinion, the conferences, limited 
in size, such as those held in the fore- 
noon, proved perhaps of even more value 
than the excellent speeches which followed 
in the afternoon and evening. 

“I thought you might be getting expres- 
sions from members who attended, in which 
case you might wish to add these comments 
of mine.” 

Extract from letter from Mr. P. R. Pala- 
mountain, of the Otis Company, Ware, 
Massachusetts. 


Position Wanted 


An accountant, assistant controller, or 
controller. Age 33, with fifteen years’ ex- 
perience obtained with real estate, retail 
merchandise, public accounting, and 
manufacturing concerns. At present chief 
accountant and assistant to the treasurer 
of a large manufacturing firm. Duties in- 
clude supervision of general and cost ac- 
counting, credits, budgets, and the like, 
and the preparation of all forms of tax 
returns. Address No. 160, Controllers In- 
stitute. 





trollers Institute of America. 


Institute's Membership is 809 


Another milestone in membership has been passed by The Con- 








Election of thirty applicants to membership by the Board of Di- 
rectors at a meeting held April 30 brought the total membership to 
809. In addition there were twenty-five pending applications at that 
date—applications the details of which had not been completed. 

Passing 800 in membership is an event which will be noted with 
keen interest and satisfaction by members of The Institute. If the 
membership continues to grow at the same rate during the last third 
of the current fiscal year as during the first two-thirds, during which 
the net increase was 143, The Institute will number close to 900 mem- 
bers at the close of the fiscal year. 

Applications are scrutinized carefully, first by the Admissions Com- 
mittees of the various Controls, then by the National Admissions 
Committee, and finally by the Board of Directors. Men who are per- 
forming the duties and carrying the responsibilities of a controller, 
for sizeable companies, are eligible to membership, even though they 
may not have the title of controller—may, in fact, have some other 
title, such as vice-president, treasurer, or assistant treasurer. Mem- 
bership is limited carefully to men of controllership grade. Strict ad- 
herence to these eligibility rules, and constant raising of the standards 
of eligibility, have given assurance to members, and to controllers gen- 
erally, of the high standard of the organization. 
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Meetings of Controls 


Twin Cities 

Mr. J. S. Kaufmann, auditor of insurance, 
Great Northern Railway Company, ad- 
dressed a meeting of the Twin Cities Con- 
trol held March 30 at the Minneapolis 
Athletic Club on ‘‘The Social Security Act 
and the Unemployment Compensation Laws 
of the Various States.” Following the ad- 
dress, there was a question and answer 
period during which many. queries were 
propounded, the answers to which shed 
additional light on the problems presented 
by the Social Security enactments. 

President H. P. Buetow appointed 
Messrs. A. E. Ahlberg, E. G. Kellett and 
Stacy L. Angle as a Program Committee 
to arrange for the meeting to be held April 
27; and Messrs. R. W. Cooper, G. C. 
Shafer, and C. W. Perrine as a Program 
Committee to arrange for the May meeting, 
which will be held May 25. 

A meeting of the Control was held April 
27 at the St. Paul Athletic Club. It was 
addressed by Mr. Stanley Houck, who de- 
scribed two bills recently enacted by the 
State Legislature, one an act to prohibit un- 
lawful discrimination in the: production, 
manufacture or distribution of commodities 
and to prohibit unfair competitive trade 
practices, providing for injunctive relief 
and damages; and another, an act to protect 
trade-mark owners, producers, distributors 
and the general public against injurious and 
uneconomic practices in the distribution of 
competitive commodities bearing a dis- 
tinguishing trade-mark, through the use of 
voluntary contracts, establishing minimum 
resale prices. Copies of the two bills had 
been distributed in advance to members of 
the Control and after Mr. Houck’s defini- 
tion of the purposes and probable methods 
of enforcement of the two acts, there was a 
discussion by those present during which 
many questions were submitted to Mr. 
Houck. The meeting was largely attended. 
President H. P. Buetow was in the chair. 


San Francisco 
Mr. W. F. Volberg of the Federal Re- 


serve Bank of San Francisco addressed the 
San Francisco Control on “Consideration 
of a Corporation’s Annual Statement from 
a Banker’s Point of View.” The meeting 
was held at the Olympic Club on April 21 
and was preceded by dinner. The Enter- 
tainment Committee announced a trip to 
Del Monte to be made in May. Mr. Vol- 
berg’s address was greatly enjoyed as it 
brought out many interesting and valuable 
points. 


Rochester 

Several meetings of the members of THE 
CONTROLLERS INSTITUTE OF AMERICA in 
and near Rochester, New York, were held 
during April for the purpose of advancing 
plans for organization of a Control in that 
city. As a result, an application for a char- 
ter was prepared and forwarded to the 
national office of THE CONTROLLERS IN- 
STITUTE OF AMERICA late in the month. The 
application was approved and a charter 








TWO NEW CONTROLS: 
ROCHESTER, MILWAUKEE 


_ for Charters 
for Controls were received 
by the Board of Directors of THE 
CONTROLLERS INSTITUTE OF 
AMERICA in April from two 
groups of members, one in Roch- 
ester, New York, and another in 
Milwaukee. 

The Board of Directors, at a 
meeting held April 30, voted to 
authorize issuance of Charters to 
these two groups. The Charters 
will be presented officially and 
formally at meetings to be held in 
May, on dates to be announced. 

Establishment of these two Con- 
trols brings the number of Con- 
trols, of THE CONTROLLERS IN- 
STITUTE OF AMERICA, #0 fifteen. 
The complete list is: 


Chicago New England 
Cincinnati New York 
Cleveland Philadel phia 
Detroit Pittsburgh 
District of Co- Rochester 

lumbia San Francisco 
Los Angeles St. Louis 


Milwaukee Twin Cities 











will be issued and presented to the newly 
organized Control at a meeting to be held 
in May. 
Pittsburgh 

Mr. D. G. Sisterson, C.P. A. of Pitts- 
burgh, addressed the Pittsburgh Control at 
a meeting held April 26 at the William 
Penn Hotel on “The Process Through 
Which Federal Income Tax Returns Pass 
After Filing, and the Taxpayer’s Proce- 
dure.”” The address proved to be one of 
exceptional interest and was followed by a 
period of animated discussion. President 
W. H. Swinney was in the chair. 


Philadel phia 

A meeting of the Philadelphia Control 
was held April 20 at the Penn Athletic 
Club and was addressed by Mr. G. Charter 
Harrison, on the subject “Economic and 
Accounting Problems of Fixed Charges.” 
Mr. William M. Carney of the Scott Paper 
Company, was chairman of the meeting 
which was called to order by Mr. Earl D. 
Page, president of the Control. 


New York 
The April meeting of the New York 
City Control took the form of a Spring 








INSTITUTE ACTIVITIES-COMMUNICATIONS 


Conference, conducted on a national basis. 
The Control acted as host and was in 
charge of arrangements for the Spring Con- 
ference held April 29 at the Waldorf-As- 
toria Hotel. 


New England 


Mr. W. J. Fortune, assistant vice presi- 
dent of the National Shawmut Bank of 
Boston, Boston, Massachusetts, addressed a 
meeting of the New England Control on 
April 20 at the University Club. He pointed 
out that the controller is deeply interested 
in the relation between the bank and indus- 
try and that it is his responsibility to so 
operate the accounts and budget of his 
company as to supply the facts required by 
bank officials in the analysis of the com- 
pany’s financial condition. It was pointed 
out that frankness and understanding be- 
tween management and banker represent 
the keystone of credit rating and that the 
controller has the obligation of furnishing 
his management with adequate information 
for this purpose. President Harold M. Law- 
son presided. 


Milwaukee 

Members of THE CONTROLLERS INSTI- 
TUTE OF AMERICA in Milwaukee met Mon- 
day, April 26, at the University Club of 
Milwaukee to discuss plans for the organ- 
ization of a Control in that city. It was 
voted during the meeting to make applica- 
tion for a charter for a control and the 
application was drafted immediately and 
signed by all present. Issuance of the char- - 
ter was authorized by the National Board 
of Directors at a meeting held April 30 and 
the charter will be presented formally at a 
meeting to be held in May on a date to be 
announced. Mr. J. A. Keogh of the Allis- 
Chalmers Manufacturing Company acted as 
chairman. 


Los Angeles 


Mr. L. M. West, chief deputy assessor 
of personal property for the City and 
County of Los Angeles and Mr. Paul Milli- 
ken, chief oil appraisal engineer for the 
County of Los Angeles, addressed a meet- 
ing of the Los Angeles Control held April 
15 at the Los Angeles Athletic Club. Meth- 
ods of making appraisals were described in 
detail. The addresses were followed by a 
discussion period of exceptional interest. 
President W. H. Wiese appointed a Nom- 
inating Committee, the personnel of which 
is announced elsewhere. 


District of Columbia 

The newly organized District of Colum- 
bia Control met April 22 at the Mayflower 
Hotel. The temporary officers elected the 
month previously were made permanent, as 
follows: President, Mr. John Davies, Wood- 
ward & Lothrop; vice-president, Mr. Wil- 
liam R. Little, The Evening Star News- 
paper Company; secretary and treasurer, 
Major Ernest Leslie Osborne. 

The charter for the District of Columbia 
Control, authorized by the National Board 
of Directors at a meeting held March 31, 
was presented formally, and becomes a part 








INSTITUTE ACTIVITIES-COMMUNICATIONS 


of the records of the newly organized con- 
trol. 

A paper by Mr. Henry D. Minich, execu- 
tive vice-president and controller of the 
Sonotone Corporation, New York, and also 
chairman of the Research Council of THE 
CONTROLLERS INSTITUTE OF AMERICA, was 
presented on the subject “The Controller's 
responsibility in the C.I.O. Crisis.” The 
reading of the paper was followed by an 
animated discussion in which all members 
participated. The next meeting of the Dis- 
trict of Columbia Control is to be held 
May 27 at the Mayflower Hotel. 


Detroit 

Mr. Raymond H. Berry addressed the De- 
troit Control on April 14 at a meeting held 
at the Wardell Hotel, on “Personal Prop- 
erty Taxes.’’ Mr. Berry was connected with 
the Internal Revenue Department in Wash- 
ington for a number of years and later was 
tax consultant of the Detroit Trust Com- 
pany. Former Governor Green of Michigan 
appointed Mr. Berry as a member of a 
“Michigan Committee on Inquiry on Taxa- 
tion.” Mr. Berry is chairman of the Tax 
Committee of the Detroit Board of Com- 
merce and is a member of the Tax Commit- 
tee of the Chamber of Commerce of the 
United States. 

The meeting was open only to members 
of the Control and others associated in their 
businesses. Following the address a round 
table discussion was held in which prac- 
tically all of those present participated. 
President Noel E. Keeler presided. 


Cleveland 

“The Relation of the Controller and the 
Sales Organization’’ was discussed at a 
meeting of the Cleveland Control held April 
20, at Hotel Cleveland. The discussion was 
led by President J. J. Anzalone and during 
it reference was made to budget control, 
salesmen’s expense control, daily sales re- 
ports, district rivalry as a means of in- 
creasing sales, company owned vs. salesman 
owned cars, branch office control, participa- 
tion by employees in effecting savings by 
cutting expenses of the sales department. 


Cincinnati 

A round table discussion on “Insurance 
and Other Related Matters” was held by 
members of the Cincinnati Control on April 
13 at the Hotel Alms. Each one attending 
was requested to bring two or three ques- 
tions in writing and to bring to the meeting 
any interesting insurance experience which 
he had had. The meeting proved to be one 
of exceptional interest. President James F. 
Allen was in the chair, and Mr. George F. 
Brenner served as discussion leader. 


October 14 and 15, 1937—dates for 
Sixth Annual Meeting of Controllers 
Institute of America, to be held at the 
Waldorf-Astoria Hotel, New York 
City. Make plans now to attend. A 
strong, experienced committee already 
is at work making plans and arrange- 


ments. 


NOMINATING 
COMMITTEES 


Nominating Committees have been ap- 
pointed by the presidents of Controls, as 
shown below. The committees are to nom- 
inate candidates for officers and directors 
of Controls, for terms of one year: 


Cincinnati Control: Mr. LEONARD G. 
BERNENS, The Andrew Jergens Company, 
Cincinnati; Mr. HERBERT W. BoaL, The 
Andrews Steel Company, Newport, Ken- 
tucky; Mr. JOHN G. Quick, Union Cen- 
tral Life Insurance Company, Cincinnati. 

Cleveland Control: Mr. C. C. McCon- 
KIE, The Plain Dealer Publishing Company ; 
Mr. LEE H. DEFoREST, The American Fork 
and Hoe Company; Mr. HuGH L. Patcu, 
The Standard Oil Company of Ohio. 

Los Angeles Control: Mr. Frep H. 
Brown, Macco Construction Company, 
Clearwater, California; Mr. HuBertT L. 
Howarpb, Samson Tire & Rubber Corpora- 
tion, Los Angeles; Mr. RALPH J. REESE, 
Adohr Milk Farms, Los Angeles. 

New England Control: Mr. ALBERT J. 
McLAUGHLIN, Chairman, Eastern Steamship 
Lines, Boston; Mr. E. STEwART FREEMAN, 
Dennison Manufacturing Company, Framing- 
ham, Massachusetts; Mr. WILLIAM J. Ma- 
GEE, Norton Company, Worcester. 

Pittsburgh Control: Mr. WitutaM E. 
SCHEIBLER, The Union Trust Company of 
Pittsburgh, Chairman; Mr. VINE F. Cov- 
ERT, Westinghouse Electric & Manufactur- 
ing Company; Mr. M. L. JARBOE, Diamond 
Alkali Company. 

San Francisco Control: Mr. CHar es H. 
Brown, Chairman, Schwabacher-Frey Com- 
pany, San Francisco; Mr. LEONARD W. 
HucGHEs, California Corrugated Culvert 
Company, Berkeley; Mr. F. W. TEASDEL, 
Key System, Limited, Oakland. 

Detroit Control: Mr. OTTMAR A. WAL- 
pow, Chairman, National Bank of Detroit, 
Detroit; Mr. CiirForp H. Broan, Bir- 
mingham, Michigan; Mr. W. Wray Brap- 
SHAW, Parker Rust Proof Company, Detroit. 


SAN FRANCISCO CONTROL 
TO HAVE OUTING 


Mr. E. V. Mills, President of the 
San Francisco Control of The Con- 
trollers Institute of America, in a let- 
ter to the national office of The Insti- 
tute tells of plans for the first annual 
outing of the members of the San 
Francisco Control on May 22 and 23. 
Mr. Mills writes: 

“We are to hold a golf tournament 
and general get-together at Del Monte, 
as you will see from the notice sent out 
by the Entertainment Committee. 

“Del Monte is about 130 miles south 
of San Francisco on Monterey Bay— 


a glorious, picturesque garden spot 
and our members are looking forward 
with great anticipation to this assem- 
bly at which we all hope to become 
more intimately acquainted. 

“I offer these thoughts because all 
through the year our members have 
been working very hard. At the regu- 
lar meetings the subject matters have 
been of a character to require concen- 
trated attention. There has been a will- 
ingness by those in attendance to stay 
as late as necessary to complete the 
subject in hand. 

“In reviewing the work of the past 
year with our members at our last 
meeting I pointed out that perhaps it 
was about time we let down a little bit 
from our strenuous labors and sharp- 
ened up our wits with a little frater- 
nalism.” 

Do you know of some one who 
should be reading THE CONTROLLER? 





DON’T STOP TO FIGURE 
—JUST TIP THE CARD 
AND COPY! 





Meilicke Calculators 


Have All the Answers 


Here is the quickest way to make accurate cal- 
culations ever devised. No keys to punch! No 
lever to pull! No mental arithmetic required. 
Any employee can use Meilicke Calculators 
without special training. The Meilicke line 
includes: 
SSA Payroll Calculators Interest Calculators 
Dictaform for letters Payroll Calculators 
Yard Goods Calculators Freight Calculators 
Unit Basis Calculators Lumber Calculators 
Electric Bill Extenders Coal Calculators 
Discount Calculators Price Checkers 
Phone Indexes 


TEN DAYS FREE TRIAL—WRITE TODAY 


The increased speed and accuracy which result 
from just 10 days use of a Meilicke Calculator 
will prove the advantages of Meilicke Systems 
for your business. Write today for a free test! 


Meilicke. Systems, Inc. 


3469 N. Clark St., Chicago, IH. 
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TO BUSINESS EXECUTIVES 


GrabuaTEs of the Bentley School, as a class, become profitable employees 
in short order, because they quickly adapt themselves to the requirements 
of any type of accountant’s work. 


V They have been trained intensively for two years — twenty-five hours a 
week in class, and twenty hours a week on practice assignments. 


V The curriculum is entirely practical — accounting, business law, corpora- 
tion finance, economics, human relations, and English. 


V The Bentley School started in 1917 with 29 students and graduated its 
first class of 18 men in 1920. 


VY It is today the largest school in the country which is devoted exclusively 
to specialized training in accounting and finance for men. The enrollment 
this year is 2,766, an increase of 549 over that of the previous year. 


V” Hundreds of Bentley graduates have risen to major positions in business 
and in professional accounting. 


V Bentley training greatly reduces the burden and expense of “breaking in”’ 
new employees in the accounting department. 


V The catalog will be sent to any one requesting it. 


THE BENTLEY SCHOOL OF ACCOUNTING AND FINANCE 
921 BoyLsTon STREET, Boston, Massachusetts 


H. C. Bent ey, C.P.A., President 
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CCOUNTANTS UNANIMOUS! 


“Never before have we seen so much 
Accounting Machine for so little money!” 


New Sundstrand Model A 
Astounds Accounting World 


At a record low price the new Sundstrand 
Model A offers the great advantage of ma- 
chine accounting to organizations that up to 
now have been denied this modern account- 
ing aid. Yet so flexible is this new Sundstrand 
that many large organizations are also using 
it today. 

Accountants who have seen the new Model 
A in operation are astounded by its perform- 
ance. The machine is equipped to do a complete 
accounting job. It offers speed, dependability, 


UNDERWOOD 
ELLIOTT FISHER 


ACCOUNTING MACHINES 
Underwood Elliott Fisher Speeds the World’s Business 


and complete mechanical control over accura- 
cy. Accountants, particularly those who are ac- 
customed to thinking of accounting machines 
in terms of much higher unit costs, owe it to 
themselves to get complete facts concerning 
Sundstrand Model A now. Mail the coupon 
for full information today. Every Underwood 
Elliott Fisher Machine is backed by nation- 
wide, company-owned service facilities. 


Accounting Machine Division 
UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines... Typewriters... Adding Machines 
Carbon Paper, Ribbons and other Supplies 
One Park Avenue, New York, N.Y. 

Sales and Service Everywhere 
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Accounting Machine Divtsion 

Underwood Elliott Fisher Company 

One Park Avenue, New York, N.Y. 

Please send complete information concerning 
the new Sundstrand Accounting Machine 
Model A. No obligation to me, of course. 





Address 


City. 























9 9:9 
: as an awa 


Punched cards provide 


SOCIAL SECURITY 
FACTS 


.»»» When you need them! 


NE OF THE conspicuous advantages of the punched card 
accounting method is the speed with which it will provide 

a volume of information. 
The detailed facts which are punched into the cards become 
a permanent and constantly available record. When placed in 
an International Electric Bookkeeping and Accounting Machine, 
this record will automatically provide tabulated, printed reports. 


SOCIAL SECURITY Deductions Made AUTOMATICALLY 
By the punched card method, all necessary payroll deduc- 
tions are made automatically. The punched cards are also the 
basis for future studies of employment experience. 
Your nearest IBM representative will be glad to give you 
detailed information. Get in touch with him, or write direct to 
IBM headquarters today. 
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LET ME HAVE A REPORT 


OF LAST MONTH'S SOCIAL 


SECURITY DEDUCTIONS | 





Investigate these 


ADVANTAGES 


SPEED. Automatic machine action 
produces detailed reports in mini- 
mum time. 


ACCURACY. Facts punched in 
cards are not subject to change or 
error. 


FLEXIBILITY. A single set of 
punched cards will provide a wide 
variety of reports and statistical 
records. 


PERMANENCE. Punched cards 
are a constantly available record, 
ready to yield information at any 
time. 





INTERNATIONAL BUSINESS.) MACHINES CORPORATION 


GENERAL OFFICES 


270 BROADWAY, NEW YORK, N. Y. 
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PRINCIPAL CITIES OF THE WORLD 








